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ABSTRACT 
ROLE OF J&K LAND DEVELOPMENT BANK 
IN HORTICULTURE DEVELOPMENT 
The present study entitled "Role of J&K Co-operative Land 
Development Bank in Horticulture Development" is a modest attempt to 
examine the lending policies and performance of Co-operative Land 
Development Bank for the horticultural as well as agricultural development 
in Jammu and Kashmir. The co-operative movement has been in operation 
in Jammu and Kashmir for over eight decades. It is an instrument for social 
change and means for ensuring people's participation in the development of 
Jammu and Kashmir State's programmes. Initially its field was limited to 
credit only, now it is spread over almost all the activities of economic 
development of the State. 
Jammu and Kashmir State is situated in the extreme north of India. Its 
borders touch Pakistan, U.S.S.R.,Afghanistan and China. The State of 
Jammu and Kashmir occupies an area of 2,22,800 square kilometers, 7.1 
percent of the area of Indian Union. Geographically, the State is divided into 
three regions, viz., Jammu, Kashmir and Ladakh. The total population as 
per census of 1991 is 77 lakhs out of which 76.17 percent live in villages. 
Out of total number of working people (33.37 lakhs) in the State 18.19 lakhs 
persons (54.5 percent) were directly engaged in cultivation. There are 12.18 
lakh land holdings in the State covering an area about 10.14 lakh hectares 
out of which 90.20 percent land holdings are below 2 hectares and their 
share in cultivated land is 62.6 percent only. 
The State is gifted with potentially fertile soils and has different 
tropical mansoon climate. The 73.6 lakh hectares have been sown out of 
107.4 lakh hectares (68.53 percent) of total cultivated land in 1993-94. The 
important crops of the State are rice, wheat, maize etc. These crops were 
sown area 4.44 lakh hectares and 10.44 lakh hectares of total sown area of 
State in 1993-94. The contribution of agriculture and allied occupation to 
the total State income was about 42 percent out of which share of horticulture 
contribution is 5.22 percent. At present about 8.12 percent of the population 
is directly or indirectly linked with horticulture sector. 
It is therefore, abundantly clear that agriculture as well as horticulture 
has been the main occupation for the vast majority of our people in the State. 
It is but natural that all efforts should be made to improve agriculture and 
horticulture which are the backbone of our State economy. The methods 
will, therefore, have to be devised not only to increase production and 
productivity but also to ensure that their benefits accrue to a vast multitude 
of small farmers who, for various socio-economic disabilities, are not by 
themselves in a position to attain a viable status. The primary remedy is to 
provide adequate funds for development of horticulture. Among the various 
types of funds needed, long-term credit forms the most important basis for 
the same. The purpose for which long-term finance is needed are for minor 
irrigation (construction of wells, tube-wells and purchase of pumpsets), 
land reclamation, purchase of heavy machinery and tractors, construction 
of godowns, dairy development, poultry farming, horticulture, sericulture. 
etc. In the J&K State the target of long-term lending has fixed during 1994-
95 was Rs. 370 lakhs but it reaches high expectation to Rs. 434.96 lakhs. 
The various sources through which the long-term credit is made 
available to the farmers are LDBs, commercial banks, the State Government 
and the private money-lenders. For instance, the ideal system for providing 
long-term credit in agriculture would be to institutionalise the entire credit 
disbursed by different agencies. It may be noted that the funds provided by 
the money-lenders are very costly to the cultivators and funds provided by 
the Government are too meager and suffer with the various stigmas like red-
tapism, favourism, etc. The entire long-term credit is, therefore, to be 
provided by the LDBs or by the Commercial Banks. Again, for long-term 
investments commercial banks are considered as an unsuitable credit 
agencies due to composition of their funds accruing through deposits 
mostly payable on demand or at a short notice which bounds them to ask the 
borrowers requiring longer period loan to approach the LDBs. All these 
favoured the LDB to work as an agency for fulfilling the long-term credit 
needs to the cultivators. 
In India, the land development banking was initiated in 1920 when 
the first co-operative land mortgage bank was organised at Jhang in Punjab 
(Now in Pakistan). A real beginning in this direction was made with the 
recommendations of the Registrar's Conference 1926, the Royal Commission 
on Agriculture, 1928 and the Central Banking Enquiry Committee 1931. A 
Central Land Mortgage Bank was founded in Madras in 1929 followed by 
Mysore, Bombay, Orissa and Cochin. But the progress achieved prior to the 
All India Rural Credit Survey Committee was negligible. When the survey 
for rural credit was conducted in 1951-52, there were only six States where 
land mortgage banks were working with 289 primaries and loans outstanding 
of about Rs. 8 crores. 
The real growth of co-operative land development banks with State 
support started only after the publication of the report of the All India Rural 
Credit Survey Committee. The committee recommended the organisation 
of Central Land Mortgage Banks in all the States and stress was laid for re-
orienting their policies from financing old debts to provide finance for 
improvement of land and development of agriculture. As a result thereof, 
the land mortgage banks switched over the function from mortgage banking 
to 'Development Banking' and Land Mortgage Banks were renamed as 
'Land Development Banks or Agricultural Development Banks'. At the end 
of Second Plan (1960-6 l),there were land development banks in 18 States. 
At present; there are 22 States and 9 Union Territories in the country out of 
which land development banks are now functioning in 18 States and 1 
Union Territory (Pondicheny). In one State (Meghalaya and two territories 
Goa and Delhi), there are seperate sections in the state co-operative banks 
to look after long-term loans. 
The All India Rural Credit Survey Committee, inter alia, recommended 
the establishment of central land bank in each State which was incorporated 
in the Second Five Year Plan. The Second Five Year Plan provided among 
other things for the organisation of a central land mortgage bank in each 
State where it did not exist and fixed an over all target of Rs. 20 crores for 
the long-term credit. Accordingly, an apex bank 'J&K State Co-operative 
Land Mortgage Bank Ltd.' was organised in the State and registered on 
Oct., 1962 on unitary pattern under J&K Co-operative Societies Act; to 
make long-term finance available to farmers of the State on mortgage of 
land. The Bank was renamed as 'J&K Central Co-operative Land 
Development Bank Ltd', in the Year 1966 to make its name consistence with 
its function. It is a pioneer Bank which introduced Horticulture Development 
Scheme in the State for. the first time in the Year 1968-69 and latter brought 
Farm Mechanisation to the State at large scale. The Bank is working on 
unitary pattern and is operating through 35 branches covering all Tehsil/ 
Block levels of the State. Besides there are 2 Regional Offices and 7 District 
Offices for the supervision of primaries by the end of March 31,1997. 
Since inception the Bank has provided monetary support to the tune 
of more than Rs.4400 lakhs to farmers to the modernise their agriculture and 
allied activities. 
Organisational structure and Management of Bank 
Management of BanK:-
The management of J&K SLDB is vested in the foUowing:-
A. General Body 
B. Board of Director 
C. Executive Committee 
D. Chairman 
E. Secretary/Managing Director 
F. Brarch Managing Committee. 
General Body:- The J&K Co-operative Societies Act and By-Laws of the 
Bank have given a chance to the members who are ultimate owner of the 
Bank, to meet yearly in Annual General Meeting. Annual General Meeting 
is the high water mark of the co-operative year. This meeting provides a 
forum for a free discussion and criticism. Its purpose is to review the 
programme and business of the co-operative for the past year, and to plan 
The State Government nominates a Government Servant not below 
the rank of class 1 Officer, as Managing Director of the Bank, and his 
services shall be deemed to be on deputation in the Bank. As a matter of 
principle. Managing Director is the Chief Executive of the Bank who has to 
perform such duties as the Board of Director may, by resolution, entrust or 
delegate to him. The Government generally appoints a senior officer of the 
co-operative department as a Managing Director of the Bank and transfers 
them frequently, thereby disturbance to the smooth function is caused on the 
one hand and creates no interest in the working of the Bank by the 
encumbant. Hence, the time has come now when the Government should 
devote its attention on appointment of chief executive having considerable 
experience in the field of management, banking, finance, etc., in public and 
co-operative organisations of the country. 
Branch Managing Committee:- The Branch Managing Committee is 
constituted for each branch by the Board of Directors, in order to enlist the 
support of local non-officials in scheme formulation and implementation, 
mobilising resources and recovery of loans. 
Organisational and Administrative Set-up of the J&K SLDB:- The 
Jammu and Kashmir Central Co-operative Land Development Bank has 
unitary pattern having its Head Office at Srinagar. At present, the Bank is 
operating through 35 branches at Tehsil/Block levels. In order to have the 
effective supervision and formulation of projects, the Bank has opened 7 
district offices and 2 regional offices. 
In present set-up, the district units for planning of bankable scheme 
of J&K SLDB have got the significant importance. Thereby the J&K SLDB 
has established the District OfiFices to formulate the bankable schemes in 
the district and also to control and supervise the branches in theirrespective 
jurisdiction. Moreover, the co-ordination between the land development 
banks and state co-operative banks. Government departments such as 
Revenue, Agriculture, Horticulture and Agro-Industries Corporation is 
desirable at the State, district and block levels for proper formulation of 
schemes and their successful implementation. 
Branches:- The branches are the administrative units at the base level. The 
main function of the branches are the disbursement of loans and its 
recovery. 
The main purpose of establishing banking offices is to help the area 
to develop economically. The speedy development of these areas would 
imply provision of adequate credit to all persons of the area at the nearest 
point. Unfortunately what is being generally emphasized is the viability of 
branch in expansion policy only. As a result, the branch expansion could not 
take place evenly among the districts of the State, i.e., the prosperous 
district have more branches. 
Resource Management 
The main distinctive feature of the J&K SLDB as against other 
banking institution is that it heavily depends upon long-term resources for 
its working capital. It derives its working capital from the both internal and 
external resources. Main internal and external resources are share capital 
and debentures respectively. The working capital of the Bank which stood 
Rs. 20.00 lakhs, rose to Rs. 2837.11 lakhs by the end of March, 1997. 
Share Capital:- The J&K SLDB issues two types of shares, viz., Type A-
share of State Government and Type B-share of borrowing members. The 
Bank collects its share capital from the borrowers at the rate of 5 percent 
(3 percent in the case of small and marginal farmers) of loan advanced in the 
multiples of Rs. 20/-. 
The contribution of the State Government to the share capital of the 
Bank as on 31st, March, 1997 was 29.23 percent (Rs. 87.40 lakhs) of the 
total share capital of the Bank which is much below the minimum 51 percent 
contribution of the State Government in Bank's share capital recommended 
by the All India Rural Credit Survey Committee. 
As a matter of policy, members are allowed the adjustment of their 
share money in the repayment of last instalment which results in the 
decrease of the share capital of the Bank. We feel that the system may be 
replaced by making the share transferable and listing in the stock exchange. 
In our opinion, this action will help the Bank to win over the confidence of 
the public and of their members and thus, attract an increasing volume of 
deposits. 
Debentures: The J&K SLDB collects almost borrowed capital from 
flotation of debentures. The LDB can issue the three types of debenture; 
Ordinary, Special and Rural Debentures. 
The contributors of ordinary debentures are LIC, SBI, RBI, Central 
and State Government, Commercial Banks, Co-operative Institutions and 
sister LDBs while the special debentures are subscribed by only the State 
Government and NABARD. This indicates that Bank has no problem in 
raising the resources from flotation of debentures. 
Although the financial resources of the J&K SLDB are found to 
provide adequate funds to the Bank for financing its lending operation, the 
sound lending policy requires the recycling of funds. In other words, 
savings of the borrowers should also be mobilised. The rural debentures 
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which were proposed for taping rural savings did not prove an effective 
instrument. 
Management of Funds:- It is seen that there is huge amount in cash and 
bank accounts on one side and cash credit and overdraft accounts on other 
side at both Head Office and Branches. This is because of the attitude of the 
Bank is not using the money recovered for further lending which is based 
on their conservative thinking of keeping money very secure for redemption 
of debentures and contribution towards the sinking funds only. Similarly, 
the branches are maintaining three different accounts for different purposes 
and they are not empowered to transfer money from each other. In other 
words, the branches are bound to avail the cash credit and bank overdraft for 
loaning operations, although there is sufficient amount in the General and 
Recovery Account. Such practice is ultimately bound to block the liquid 
resources as well as resulting in loss of interest, as the J&K SLDB should 
not receive any return on cash and bank balance, while it has to pay the 
interest at higher rate on cash credit and overdraft accounts. The practice of 
maintaining separate accounts for different purposes is an old technique of 
controlling diversion of money for other purposes which has been adopted 
by the Government Departments and Social Institutions, where the cost of 
funds has no consideration as they have to receive the funds on account of 
aids, grants, etc. In the case of LDBs, dealing with borrowed funds, the 
maintenance of seperate accounts is not justified as diversion of money can 
be controlled through modem financial techniques viz., funds flow statement, 
cash budgeting, etc. 
Further, there is a huge amount of cash in transit every year, which 
indicates that the present system is more time consuming and also there are 
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chances of loss in transit. The District Managers have powers to distribute 
the funds to the branches as per their requirements, but they have no power 
to transfer the funds of one branch to another branch of the district even 
through the branches has the sufficient idle funds in its account and other 
is in accute need of funds. 
Loaning Policy and Operation 
A sound agricultural credit policy strengths the farm economy. In 
other words, the modern commercial farm enterprise is hinged on the sound 
credit policy in the sense adequate wherewithal in right time for right 
purpose on easy terms of repayment. The provision of agricultural/ 
horticultural credit should be aimed at: 
(a) to improve the living standard of the farmers; 
(b) to augment agricultural/horticultural production and thereby 
strengthening farm economy; 
(c) to encourage the farmers to adopt new agricultural/horticultural 
techniques. 
(d) to develop the resourcefulness of fanners. 
Today, the J&K SLDB not only provides loans for traditional items 
like new wells, deepening of existing wells, lining of field channels, 
pumpsets, tractors etc., under the NABARD and Government sanctioned 
schemes, but it is also providing loans for other diversified purposes like 
horticulture and fruit plantation, diary, poultry, sheep and goat etc., to make 
the State self reliant in terms of food - grain production and to raise the 
living standards of the farmers of the State. Since its inception, to 31st, 
March, 1996, the J&K SLDB has disbursed loans amounting to Rs. 4490.96 
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lakhs, out of which Rs 1571.73 lakhs have been for purchase of tractors and 
Rs. 960.43 lakhs disbursed for minor irrigation. 
Loaning Procedure: The J&K SLDB has laid a great emphasis on 
simplifying its loaning policies and procedures so as to provide investment 
credit to a large number of agriculturists. A brief account of its lending 
procedures is given below: 
Loan Application: The intending borrower has to submit his loan application 
in the prescribed form to the Branch Office alongwith the following 
required documents: 
(i) True copy of "Jamabandi" of the entire holding of the applicant, 
situated in the village where from he intends to offer land for security, 
(ii) If the loan is for redemption of mortgage, a true copy of mortgage deed 
attested by the revenue authorities, 
(iii) If the loan is for the purchase of land, a copy of the agreement, if any, 
entered between the applicant and the seller of the land, 
(iv) In case of applicant being a co-operative society, the true copy of 
"jamabandi" referred to in (i) above shall be supplied relating to all 
persons whose lands are offered for mortgage and the following 
additional documents regarding itself: 
(a) Copy of the latest orders of concerned officers fixing minimum 
credit, limit and classification. 
(b) Attested copy of its Registration Certificate. 
(c) Copy of its latest Audited Balance Sheet. 
(d) List of members of the society with percentage and complete 
address of all the members. 
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When the application is submitted by the applicant with required 
documents, the Branch Manager sends these documents to the Central 
Office. The case is studied and the land valuation officer of the Bank verify 
the same from the revenue records and land on the spot, the extent and 
correctness of the demand of the loanee. After necessary verification, the 
land valuation officer sends his recommendation alongw i^th the valuation of 
land. The case is legally examined and then placed before the committee of 
the Bank for sanction of loan. 
The cost of the loan application form is Rs. 10/-. The borrower 
deposits cost of one share i.e. Rs. 10/- and entrance fee Rs. 1/- alongwith the 
loan application. 
Recoveries and Overdues: 
Recovery of Bank dues is the most important factor for sustaining the 
growth of an institution. Through the Janunu & Kashmir Co-operative Land 
Development Bank has maintained a good recovery performance till 1982-
83 which is not less than 60% to 70% on an average, but after this period, 
the recovery position shows down ward trend. 
It may be mentioned that since all the activities of long-term financing 
is confined to the Head Office only the regular contacts between the Bank 
officials and the farmers is missing to a large extent. To improve the 
recovery position, the Bank may take an early decision to amend its Act and 
Byelaws and incorporate enabling classes in which the branches of the Bank 
are made responsible to recover the overdues of the Bank. Besides, other 
remedial measures like giving special recovery powers to the bank staff 
should be taken. Such delegation of powers to bank staff was found to be 
fruitful in other Banks like Maharashtra, U.R, Punjab etc., for improving 
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recovery. State Government therefore, should consider to delegate the 
recovery powers to the bank staff to speed up the recovery process in the 
State. It is also well recognised fact that to maintain regular contacts with 
the beneficiary borrowers of the Bank for overall supervision and recovery 
of the loan two wheelers play a very useful role. In this context NABARD 
has created a cooperative development fund to help/assist banks in their 
efforts to improve tecovety etc. the Bank may approach NABARD for 
assistance in this regard. 
Performance of the Bank in Horticultural Development 
The Horticulture Industry constitute an important area in the total 
set-up of the economy of Jammu and Kashmir State. From the dawn of 
independence the horticulture industry in the State has indeed become the 
bulwark of rural economy. This industy earns a gross revenue of over 275 
crores annually and provides job opportunity to about 12 lakh people 
directly or indirectly. The current income to the Government in the shape of 
revenues through toll tax on fruits is Rs. 15 crores. 
Horticulturists always require credit for procurement of inputs like 
seeds, fertilizers, plantation facilities. Most of them find it difficult to offer 
adequate securities to credit institutions for mobilising the financial 
resources. They have only the land as a resource to pledge which is 
generally not acceptable by the bankers. Hence, it has always been so 
difficult for farmers to obtain credit on satisfactory terms. With the result, 
it is noticed that credit advancement has been biased towards non-farm 
sector. Obviously because of this bias, farmers have generally failed to 
develop horticulture in a right perspective. 
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In view of the above, need was felt to establish an institution like 
Land Development Bank for providing loan to cultivators on long-term 
basis. In 1962, the Co-operative Central Land Development Bank was 
established and horticulture development schemes was introducted in the 
year 1968-69. During the year 1996-97, the Bank has disbursed loans to the 
tune of Rs. 3.51 lakhs. During the entire period of 8 years i.e., 1989-90 to 
1996-97 the Bank could collect on an average more than 63 percent of the 
amount demanded leaving a balance of about 37 percent as overdues. 
However, the overall performance of the Bank in horticulture development 
is rated to be not so satisfactory even after a long period of its existence. 
There are many problems being faced by the Jammu & Kashmir Co-
operative Land Development Bank in the flow of credit, which are stated 
below: 
In the catchment area of Bank, the majority of borrowers have small 
land holdings and therefore, the Bank cannot afford to invest more due to 
the linkage of shares with loaning, the co-operative credit is not much 
popular with the borrowers. The borrowers do not give first preference to 
it since the other financing institutions have no such practice and thus, have 
upper hand in the field of credit. I have observed that one of the main 
problems is the lack of knowledge of the borrowers about the co-operative 
credit. Most of the borrowers do not have proper knowledge about the co-
operative credit. So they do not avail of the same. These include mostly 
illiterate and backwardness is one of the main problems in the flow of credit. 
Most of the illiterate people have not been utilizing this loan to strengthen 
their economic position. They take it as a sort of relief granted to them. It 
has also been observed that most of the cultivators do not have requisite and 
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modern technical knowledge regarding proper utilization of the horticultural 
and agricultural inputs and fail to utilize full credit limits sanctioned for 
them. Frequent occurrence of natural calamities also affect the repaying 
capacity of the borrowers besides hindering the credit flow. 
It has also been observed during survey that much time is consumed 
by the Bank in processing the applications for the loan. In such cases 
farmers face difficulties in purchasing inputs and to meet other expenses 
like sowing and ploughing expenses. Inadequacy of amount of loans for the 
agriculture/horticulture is yet another problem being faced by the poor 
farmers. It has also been observed that banks have failed in satisfying the 
borrowers and borrowers are facing the problem of the non-availability of 
credit according to their requirements. Loans are not granted in sufficient 
amount, when they require. It is also seen that due to the inefficiency of 
loan, some borrowers have used the money for their domestic purposes and, 
therefore, become unable to repay the loan. 
In the light of the above stated problems, the following suggestions 
are recommended: 
The Bank should make efforts to import modern technical knowledge 
to the farmers regarding proper utilization of horticultural and agricultural 
inputs, so that they can utilize full credit limit sanctioned in their favour. 
The problem of proper use of the funds can also be removed by guiding the 
cultivators. The Bank should provide necessary guidance to the farmers in 
using the funds properly. It has been found that illiteracy has been one of 
the main problems for the Bank to achieve its objectives, the illiterate and 
ignorant farmers should be made aware of the banking facility available in 
their areas. As most of the rural people are illiterate and ignorant about the 
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policies of the Bank, the Bank should frame different programmes and 
schemes explaining the importance of LDB finance. These programmes 
should be broadcast. This will play an important role in the development 
of both Bank and beneficiaries. Another equally important suggestion is the 
need for effective credit evaluation. The unit/project for which loan is 
demanded should be evaluated adequately and if found genuine, should be 
sanctioned. Another vital step towards effective functioning of the Bank 
may be that there should be a committee of officials both at the field and 
head office, to visit the field and inquire about the correct position of loan 
requirement and money disbursement in the light of aims and objectives of 
the Bank. Therefore, the study concludes that Jammu and Kashmir Land 
Development Bank has played a vital role in improving and maintaining the 
economic condition of the farmers and other rural people of Jammu and 
Kashmir. 
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INTRODUCTION 
INTRODUCTION 
With a better understanding of the need for rural development in 
the State's programmes of overall economic development, considerable 
interest has been generated in this subject in recent years. The State 
Government, has been making efforts for improving the village economy 
and the measures undertaken although laudable, did not meet the desired 
needs of the rural society. In the sphere of credit, the major stress of the 
Government policy has been on increasing the availability of credit to all 
classes of rural borrowers especially those belonging to the weaker 
sections, in terms better than the usurious rates charged by money lenders. 
Keeping this in view, the Government considered it necessary that banks 
should also play their legitimate role in the promotion of the rural economy. 
The rural credit requirements and the spread of banking activities have 
received special emphasis at the hands of the Rural Banking Enquiry 
Committee and the Committee of Direction of the All India Rural Credit 
Survey. A final push in this direction was given on 19th July, 1969, through 
nationalization of commercial banks with clear objectives like extension 
of credit to those sectors of the economy that were neglected till that date, 
encouragement of new entrepreneurs and the removal of regional disparties 
in the spread of banking and promotion of rural development. Due to 
various reasons, the commercial banks did not extend their activities much 
in rural areas. It was felt that rural credit needs were to be met essentially 
by the co-operatives and other developmental agencies set up primarily 
for the purpose. With the paramount importance attached to the co-
operatives, in serving the credit needs of the rural areas, the Government's 
endeavour has been to strengthen the multi-tier cooperative credit structure 
in the State. 
Rapid development and growth of agriculture has been one of the 
principal tasks in which the developed States have been engaged over the 
last four decades. Once all the cultivated land is brought under the plough, 
intensive farming is the only way to increase farm production. This entails 
application of science and technology to land by adopting the innovations, 
which usually require the shift to the use of modern farm inputs and assets 
from those of traditional ones. Hence, modernisation of agriculture leads 
to increased capital investment on land. As most of the farmers do not 
have resources of their own to finance the process of modernisation, they 
have to rely heavily on borrowings. In other words, farm credit plays a 
pivotal role in accelerating agricultural development. For this, long-term 
credit is required which should not only be adequate and cheap but also 
development-oriented. Obviously, this type of credit is not likely to be 
provided by the private money-lending system on account of its own 
limitations. This has put forth the need for developing a suitable 
institutional credit system which provides the right type of farm credit in 
adequate quantity at the right time. 
The development of such an agency for providing long-term finance 
for investment in agriculture in the Jammu & Kashmir State was initiated 
during sixties of this century. At that time, this type of Bank was known 
as 'Land Mortgage Bank' because the purpose of granting loan was mainly 
for redemption of prior debts by mortgaging the land. This Bank has 
undergone various transformtions, over the last three decades and has come 
to stay new as "Land Development Bank". This Bank caters to the needs 
of credit for investment in agriculture on easier terms. The main purpose 
for w h^ich long-term credit is made available to the eligible farmers by 
these banks are: 
(i) Loans for creating irrigation facilities like construction of new 
wells, repairs of old wells, purchase of oil engines, electric motor 
pumps, laying down pipe lines, etc.; 
(ii) Loans for land development like levelling of land, bunding, fencing 
of the farms; and 
(iii) Loans for purchase of agricultural machines like tractors, power-
tillers, threshers, etc. 
In addition to this, the J&K SLDB issues loans for lift irrigation 
schemes, horticulture development and purchase of land. Of late, the J&K 
SLDB has taken up financing for diversified purposes like development 
of poultries, fisheries, diaries, erection of gobar gas plants, etc., to bring 
viability to small and marginal farmers and to other weaker sections of the 
society in an increasing manner. It has become very essential in the context 
of social objectives of five-year plans. The J&K Cooperative Land 
Development Bank has diversified their operations to cover activities 
connected with agriculture and subsidiary occupations in particular and 
rural development in general. 
A new vista was opened in the field of long-term agricultural credit 
by the establishment of Agricultural Refinance & Development 
Corporation in the year 1963 which was heavily assisted by the 
International Development Association (IDA), an affiliate of the World 
Bank, since 1973. This proved to be a powerful engine for the accelerated 
progress of Co-operatiye Land Development Bank in the State. As a result 
thereof, the J&K SLDB could expend their financial activities rapidly, 
facilitating agricultural development to a considerable extent. This helped 
in bringing about green revolution in our State. The rapid expansion in 
the activities of this institution has brought to the fore a number of 
shortcomings in to working. One of the major problems before these banks 
is of overdues which are mounting year after year. The problem is so 
gigantic that, of late. World Bank has refused to finance the VII phase of 
loaning programme of the Bank. All this has made it necessary to 
investigate the worki;tig of this institution and find out whether this 
institution can prove an adequate and efficient machinery to shoulder the 
responsibility of increasing requirement of finance for agricultural and 
horticultural development. 
Hence, an attempt has been made in this study to evaluate the lending 
policies of Jammu and Kashmir Co-operative Land Development Bank in 
respect of horticultural developments. 
STATEMENT OF THE PROBLEM 
Although the operations of J&K SLDB have expanded sizeably over 
a period of time, there has not been significant improvement in qualitative 
terms and they continue to suffer from several financial, organisational 
and operational problems affecting their viability. They are beset with 
several weaknesses such as low level of credit business, poor recovery, 
high cost of management, inadequate margin on loaning operations and 
low productivity. There is much to be desired in the democratisation in 
management, human resource development and systems and procedures. 
Thus in a competitive environment that is emerging, these banks have to 
revamp their operations and functions as viable units and only then they 
will be able to achieve the basic objective of meeting effectively the long-
term credit demand of both farm and non-farm sector activities in the State. 
The J&K Co-operative Land Development Bank operating in Jammu 
and Kashmir is no exception to the above enumerated problems. Inspite of 
the paramount importance attached to this Bank in the development of 
agricultrue and horticulture, it is not showing the desired degree of success. 
The Bank has suffered losses to the tune of Rs. 23.4 lakhs during the year 
1993-94. The loans provided by the Bank amounted to Rs. 479.92 lakhs in 
the year 1991-92 and has declined to Rs. 418.95 lakhs in 1992-93 and Rs. 
426.14 lakhs in the year 1993-94, the collections made by the Bank were 
50.4% of the total demand. This has serious implications for this institution 
to grow and to cater to the needs of economic upliftment of the rural people 
in the State. No such research work in Jammu and Kashmir has been done 
so far, so that constructive steps towards the smooth functioning of this 
Bank would have been taken. It is therefore imperative to devise a 
comprehensive mechanism for efficient and effective working of the Bank 
and to explore the viable means for playing an active role iii the changing 
economic scenario. The present study is an attempt in this direction. 
OBJECTIVE OF THE STUDY 
In view of the background knowledge, the aims and objectives of 
the study are to: 
(i) Analyse the growth and development of horticulture in J&K State, 
(ii) Study Land Development Banking in J&K and evaluate the working 
of Bank in terms of its underlying objectives. 
(iii) Examine the organisational and managerial aspects of the Bank. 
(iv) Study the methods and procedures employed in collection of share 
capital, deposits and borrowings and to assess their effectiveness. 
It also covers the assessment of the management in mobilising of 
resources. 
(v) Examine the lending policies and procedures adopted by the Bank. 
(vi) Explore the management strategies in recovery of advances and to 
evaluate its practice, 
(vii) Explore the problems being faced by the borrowers in getting the 
assistance and subsequent repayment dues to the Bank. 
(viii)Analyse the problem of overdues in its various aspects and suggest 
measures for reducing them, 
(ix) Highlight the role played by the Bank in horticulture development, 
(x) Identify the problems and suggest on the basis of study results, the 
proper working mechanism and outline their implications for the 
Bank and the borrower. 
HYPOTHESES 
In the light of above objectives, the following set of hypotheses has 
been formulated for verification and confirmation: 
(i) The working of Bank is not in accordance with the objectives 
that have been established, 
(ii) Loaning policies and procedures adopted by the Bank are not 
based on scientific lines, 
(iii) There is a considerable delay in sanctioning and in disbursement 
of loans, 
(iv) Under-financing is because of overdues. 
(v) Overdues effects the lending eligibility of the Bank. 
(vi) Rate of interest is high and farmers are not in a position to repay 
instalments within stipulated time, 
(vii) The economic, financial and managerial aspects of the Bank are 
very weak. 
(viii)The banker is not able to bid the land of defaulters due to 
complicated legal procedure, 
(xi) The Bank if conducted on efficient and effective guidelines will 
become strong and will definitely contribute towards economic 
upliftment of the people. 
MATERIALS AND METHODOLOGY 
Sample Design 
The J&K Co-operative Land Development Bank operating in J&K 
for providing long-term credit needs to farm and non-farm activities has 
been selected for making an indepth analysis to assess management, 
economic and financial aspects, policies and procedures adopted and the 
role played in the horticulture development in Jammu and Kashmir. One 
branch operating in each district in J&K was selected for detailed study. 
Out of the total number of beneficiaries/members provided financial 
assistance during the last three decades through these branches, an 
appropriate number of sample was selected at random for indepth analysis. 
Data Source 
The data for the study was obtained both from primary and secondary 
sources. The main sources of secondary data were published data and 
literature, as well as, first hand information collected by personal visits to 
the Head Office at Srinagar, Regional Offices, District offices & Branch 
Offices of J&K Central Co-operative Land Development Bank Ltd. 
Moreover, data have also been collected from various departments of J&K 
Govt, viz.. Economics and Statistics Divisions, Directorate of Horticulture, 
Department of Co-operation, Registrar Co-operative Societies, all located 
at Srinagar. Published data were also taken from publications of the Reserve 
Bank of India/NABARD, National Co-operative Land Development Bank 
Federation Ltd., Mumbai, Census Reports, and Five Year Plans of J&K. 
Besides these main sources, other books, reports and records have also 
been used for collecting relevant information for which due 
acknowledgement has been made in the thesis. 
The primary data for the study was collected from the Bank under 
study and the borrowers of the Bank. A well structured questionnaire was 
canvassed to the sample borrowers for obtaining the relevant information 
for the study. Personal discussions were held to benefit from the views 
and attitudes of banking authorities/officials working at head office/branch 
offices and the borrowers. 
Tools of Analysis 
The management, economic and financial techniques were employed 
to assess the economic aspects, management expertise and financial 
viability of the Bank under study. The data thus collected from primary 
and secondary sources has been tabulated, analysed and interpreted with 
the help of various statistical tools to arrive at objective and dependable 
conclusions. 
PRESENTATION OF THE STUDY 
The study is spread over eight chapters as is detailed here under: 
(i) Growth and Development of Horticulture in Jammu and Kashmir 
It attempts to analyse the growth and developments of horticulture 
both in pre and post independence periods. Plan expenditures for 
development of horticulture in the State under various Five Year Plans 
have also been analysed. In addition it demonstrates the contribution of 
this sector towards the State economy through various indicators viz. 
income, employment and foreign exhcange earnings. 
(ii) Land Development Banking in Jammu and Kashmir 
It throws light on importance of agricultural credit, various sources 
of long-term credit and the origin of Cooperative Land Development 
Banking in Jammu and Kashmir in proper histrorical perceptive. 
(3) Organisational Structure and Management of the Bank 
It examines the organisational and managerial set-up of J&K Central 
Co-operative Land Development Bank Ltd. 
(4) Resource Management of the Bank 
It is devoted to resource analysis and management of funds in terms 
of working capital, debentures, share capital etc. 
(5) Loaning Policy and Operations of the Bank 
This chapter presents the progress of lending business undertaken 
by the Bank according to purpose-wise/districtwise and also assesses the 
performance of the Bank. 
(6) Recoveries and Overdues of the Bank 
This chapter assesses the recovery practices followed by the Bank 
and achievements made in this direction. Recoveries made so far purpose-
wise/districtwise has been analysed to assess the efficacy of management. 
(7) Role of J&K Land Development Bank in Horticulture 
Development 
10 
It examines the performance of the Bank for providing credit for 
horticulture purposes to the small/marginal farmers and weaker sections 
including diversification lending by the Bank. 
(8) Observations and Suggestions 
This chapter includes the summary of the findings, problems being 
faced by the authorities/borrowers and suggestive framework for efficient 
and effective working and policy implications of the study results. 
CHAPTER - 1 
Growth and Development of 
Horticulture In Jammu and Kashmir 
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CHAPTER -1 
GROWTH AND DEVELOPMENT OF HORTICULTURE 
IN JAMMU AND KASHMIR 
The State of Jammu and Kashmir is situated on the northern extremity 
of India and lies between latitude 32°-17' and 36°-58' North and longitude 
73°-26' and 80°-30' East.' The State comprising the divisions of Ladakh, 
Jammu and Kashmir has an area of 2.22 Lakh Sq. Kms; including those parts 
which are under the occupation of Pakistan and China.^ According to the 
census of 1991, its population was about 7.71 million.^ It is bounded by 
Tibet in the East, China and Afghanistan in the North and Pakistan in the 
West, while the Southern and South-estern boundaries are formed by the 
Punjab and Himachal Pradesh. 
Major portion of the State is hilly and the height from Sea level varies 
between 1000 feet and 2850 feet.* Except on South-West, there are mountains 
all around the State. On the southern side. State has a strip of plain which 
is just adjacent to the great plains of the Punjab. Locationally the State 
enjoys a central place in the Asian continent. 
The Scate is agro climatically suited for the cultivation of almost all 
kinds of temperate fruits and also some kinds of tropical fruits. It receives 
1. Gupta, N.S. and Singh. Amarjit - Agriculture Development of States in India vol. 1; Jammu 
& Kaskmir; Seema Publications, New Delhi; p. 3. 
2. Hussain, Majid-Geographv of Jammu and Kashmir State; Rajesh Publications; New Delhi 
p. 3. 
3. Cencus of India, 1991 Series-I J & K, Provisional Population Totals, paper 2 of 1991. 
4. Gupta, N.S. and Singh, Amarjit 
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an annual rain fall and snowfall between 30" to 35" and 75 cm to 205 cm 
respectively. The temjierature varies between 7°C to 38°C. Among other 
factors affecting the growth of fruit, temperature and humidity are the chief 
ones. Agro climatically the State can be divided into four zones viz.,^ 
(a) Semi-tropical zone comprising of Jammu district; 
(b) Intermediate zone located between temperate and semi-tropical zones 
of Jammu division comprising parts of Kathua, Udhampur, Poonch, 
Rajori and Doda districts; and 
(c) Temperate zone comprising Kashmir division as a whole and parts of 
Doda, Kathua, Udhampur, Rajori and Poonch districts; 
(d) Arid zone coveririg major part of Ladakh district. 
Some of the varieties of fruit that thrive in temperate conditions of the 
valley are apple, pear, cherry, peach, plum, walnuts and almonds. In the sub-
tropical area of Jammu the fruit grown include malta, Guava, Citrus, papaya 
and luquat. 
AGRICULTURE-THE MAIN STAY 
The State is predominantly agricultural and 81.4 percent of the total 
population still lives in rural area whose main occupation and means of 
livelihood is agriculture.* It contributes nearly 60 percent of the State 
revenue which adequately explains the over dependence of the State on 
agriculture.' 
An important part of agriculture is horticulture, which is an old 
economic activity in the State of Jammu and Kashmir. Kulhan, the great 
5. Annual Plan 1979-83, Vol. I, Planning and Development Department, Go\t. of Jammu & 
Kashmir, p. 36. 
6. Gupta, N.S. and Singh, Amaijit. 
7. Hussain, Majid. 
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Kashmiri historian mentioned fruit culture Kashmir in his famous book 
"Rajtarangini" during the reign of King Nora as back as 1000 B.C. It was 
however, during the period of Lalitaditya (900 A.D.) that horticulture in the 
State received considerable patronage.' But it is significant to note here that 
the great ruler of Kashmir Budd Shah and Mughal emperors introduced new 
varieties of fruits in Kashmir by importing the same from Kabul and 
Persia.' It is important to note that at present about 2.02 lakh hectors are 
under orchards in the State. '" 
PLACE OF HORTICULTURE IN STATE ECONOMY 
Jammu and Kashmir is world wide famous not only for its scenic 
beauty but also for its plenty of fruits of various varieties. Encouraged with 
the thriving nature of the industry, the Government thought it fit to have a 
separate department which could be entrusted with the development of 
horticulture industry in the economy of the State. Thus, in 1962, Horticulture 
Department came into existence. Following the establishment of this 
department, a major programme known as Integrated Horticulture Project, 
was launched in the year 1978 in collaboration with the World Bank. The 
total cost of the project was 27.6 million dollars (Rs. 24.22 crores), out of 
which World Bank's share was Rs. 14 crores and the balance was to be met 
from financial institutions, like Agriculture Refinance Development 
Corporation and the Industrial Development Bank of India." This is the first 
8 Ibid, p 79 
9 ""Surve} Report on Prefall Rate and Average Yield Estimates of Apple Trees in Kashmir 
Division'", - Directorate of Horticulture (Statistical Wing), Jammu & Kashmir Go\t . 
Srinagar, p. 1. 
10 Figure collected from the official records of Directorate of Economics and statistics. Planning 
and Development Department, Govt, of Jammu & Kashmir, Srinagar. 
11 Development of Horticulture in Jammu & Kashmir, Directorate of Information. Jammu & 
Kashmir Go\1.. 1982, p. 3. 
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project of its kind in the State. Its purpose is to benefit small growers by 
providing facilities and services for horticulture purposes. 
The State has remained backward partly because of the brutalize 
altitude of its people, and mainly due to the indifference of the autocratic 
rulers. Backwardness of the State has also been the result of the arduous 
factors like mountainous terrain, poor means of communication and other 
infrastructural facilities necessary for economic growth. 
Inspite of all the natural endownment, it is said to note that the State 
has no planned economic charter up to 1953 which could identify the 
problems and fix priorities for their removal. It was after independence that 
planning in the State, as elsewhere in India was initiated. The actual process 
of planning in the State started from 1953'^. Essentially, it was a modest 
attempt, chiefly aimed at industrializing the State and exploiting all those 
areas effectively which were already existing in the economy. In this 
direction the agricultural sector in general and horticultural sector in 
particular also was not left behind. 
POST INDEPENDENCE ERA 
Following the independence the State Government had to shoulder 
the greater responsibilities for achieving social and economic break through. 
In this connection horticulture sector was considered a vehicle for bringing 
socio-economic transformation. Accordingly a number of developmental 
schemes were introduced for the growth of horticulture with the inception 
of five year plans. At the beginning of First Five Year Plan there existed 17 
nurseries in the State to cater the needs of plant material and some work was 
12. "Kashmir-Progress of Planning in Jammu & Kashmir", Publications division. Ministrv of 
Informtion and Broadcasting. Govt, of India, Delhi, 1958, p. 251. 
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also done in protecting the orchards against the damages of the pest." 
However, this sector did not receive much emphasis in this plan as it was 
thought expedient to lay more stress on the production of food-grains so as 
to make good the glaring deficiencies in the calorie (energy) requirements 
of the people. 
In the second plan, the need was felt to enrich the dietary and make 
it more healthful by providing the essential protective elements such as 
vitamins and minerals. The increased production of fruits which are major 
natural sources of supply of these substances was included, therefore, as an 
item in agricultural planning. The programme for land use was thus 
reoriented so as to diversify farm enterprise and extend fruit orchards 
thereby and also to improve the productivity of existing orchards which 
become defunct or decrepit due to one reason or the other'*. During this 
plan, each State was to concentrate on the production of such kind of fruits 
in which it excelled, leaving the rest to be grown elsewhere under more 
congenial conditions.'*. Against this background the State Government 
realised the importance of apple industry in the State for economic upliftment 
of the poor growers and the potential for the growth of orchards. Toachieve 
these objectives the State Agriculture Department was reorganised and 
small wing in the Department was created. This eventually led to the 
establishment of State Horticulture Department in the year 1962-63. '^  With 
the birth of a new department a series of measures were taken for the 
13. "Horticulture Heritage of Kashmir", J & K Horticulture News Bulletin, No. 1. Vol. 5 J & 
K Horticulture Department, Srinagar, p. 7. 
14. Agricultural Production Mannual. Indian Council of Agriculture Research, New Delhi, 1963, 
p. 132. 
15. Ibid, p. 132. 
16 "Horticulture Heritage of Kashmir", J&K Horticulture News Bulletin, No. 1, Vol. 5, J & K 
Horticulture Department, Srinagar, p. 7. 
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development of horticulture expansion in the State demanded that the 
available resources of men, material and money were put to the best use. 
These steps were not meant only to strive at a mass uplift of gross 
production figures, but was considered essential to aim simultaneously at 
meeting the following objectives:-
(a) The specialised demands of the product industry; 
(b) The yielding of the maximum monetary returns to the primary growers; 
and 
(c) The critical quality requirements of export markets. 
The State agencies concerned the horticulture development in the 
State had to play a special role in achieving these objectives. Fruit growing 
had to be more rigidly planned along the lines the scientific research and 
experience had made possible. Ill-planned orchards, planting wrong varieties 
on wrong states or regions had to be resolutely avoided. 
Thus, for Fourth Plan, an outlay of Rs. 226.68 lakhs was earmarked 
for horticulture development against which the expenditure has been Rs. 
133.64 lakhs" which amounts to 58.95 percent of the total outlay. During 
this plan maximum stress was given to solve the problem of efficient 
marketing horticulture products as it was considered a serious drawback 
facing horticulture industry. With a view to overcoming the problem 
studies were made in some depth which resulted in the creation of a separate 
organisation viz. Department of Horticulture Planning and Marketing in 
the year 1972. The organisation aimed at ensuring the better marketing of 
horticulture products and reducing the influence of commission agents and 
17. Fifth Five Year Plan, Planning and Development Department, Jammu & Kashmir Govt.. 
Srinagar, p. 46. 
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middlemen in this trade. In addition to these, the Department of Horticulture 
Planning and Marketing has been charged with the responsibility of 
accomplishing the following objectives'*: 
(a) To organise the orchardists in the Cooperative Marketing and Processing 
Societies; 
(b) To introduce standardisation in the fruit trade. 
(c) To assist the growers in getting problems relating to packing and 
transport solved; and 
(d) To collect, compile, analyse and dissemination market intelligence. 
The inception of the Department led to an improved horticulture 
marketing. It was decided to send horticulture products direct to such 
important markets as Bombay, Madras, and Bangalore, besides Delhi were 
shops and a cold storage plant were built." The developmental schemes 
were reoriented during 1972-73 so as to develop orcharding on five broad 
lines indicated below^°: 
(a) Production and distribution of quality plant material; 
(b) Extending the area under fruit cultivation; 
(c) Increasing the productivity of existing orchard areas; 
(d) Research and education; and 
(e) Protecting of Plants against ravages of pests and diseases. 
With the launching of Fifth Five Year Plan (1975-79) a new orientation 
was given to horticulture sector. An outlay of Rs. 329 lakhs was approved 
18. Feature Article. Directorate of Horticulture Planning and Marketing. Jammu & Kashmir 
Go\t., p. 3. 
19. Fifth Five Year Plan. Planning and Development Department, Jammu & Kashmir Govt., p. 
13. 
20. Horticulture Heritage of Kashmir. J & K Horticulture News Bulletin, No. 1, Vol. 5, Jammu 
& Kashmir Horticulture Department, p. 7. 
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for the horticulture sector for this period.^' It formed 45.14 percent more 
than the outlay of Fourth Five Year Plan. The main features of this plan 
were": 
(a) To extend the area of horticulture cultivation and improve the 
conditions of existing orchards by giving special incentives to growers; 
(b) To modify the horticulture staffing pattern so that more technical 
staff will be available to render technical advice to the growers; 
(c) To built required organisation with adequate facilities to extend the 
plant protection over the entire area under horticulture orchards. 
Spraying pumps "were proposed to be supplied to the growers @ 33 1/ 
3% subsidised cost through the Agro Industries Development 
Corporation Ltd.; 
(d) To handle 28.57 percent of horticulture production by the 
cooperatives which will have to project as a cohesive force in 
marketing; 
(e) To conduct proper market surveys in order to exploit the new markets 
in Punjab, Haryana, Bombay, Gujrat, Hyderabad, Banglore and 
Tamil Nadu; 
(f) To increase the number of cooperative societies from 13 to 50 by the 
end ofthe Fifth Plan; 
(g) To use card board cartoon in place of wooden box for packing of fruit 
in order to meet the requirements ofthe plan; and 
(h) To introduce mechanical grading and set up 70 grading centres. 
Among other things, the Fifth Plan envisaged improvement of old 
21 Figure Collected from Fifth Five Year Plan, Planning Development Depn . J & K Govt. p 
60 
22 Fifth Five Year Plan, Planning & Developoment Department. J & K Go\t. Snnagar. p 56-
62 
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departmental orchards and nurseries for production of quality material, 
registration of private horticulture plant nurseries, establishment of 
horticulture information service/centre, intensification of research on varietal 
trials in apples, survey of agro-climatic regions for cultivation of different 
kinds of varieties of horticulture products, and trainings^'. 
The following achievements were made in horticulture during Fifth 
Five Year Plan; 
(i) Special incentives had been offered to growers in droughtprone, 
hilly and kandi areas to take to horticulture farming. Plant material in 
such areas was made available to the growers at 50 percent of the 
scheduled costs, 
(ii) Demonstration plants were maintained in fruit growing areas to educate 
even the most backward and illiterate growers about the benefits of 
harnessing scientific know how for better returns. Such plots were set 
up on the growers fields and were under direct supervision and control 
of Department of Horticulture for a period of five years. All material 
inputs were provided free of cost during this period as an incentive. 
The number of such demonstration plots was 1400. '^' 
(iii) As a result of plant protection measures, the fungicides were made 
available at 75 percent at subsidised in horticulture growing areas. 
Further 4,400 spraying pumps were purchased out of which 4,100 were 
distributed amongst the growers at the subsidised cost of Rs. 150/per 
sprayer. An amount of Rs 1.59crores were spent on account of subsidy 
23. Ibid. p. 56 
24. Development of Horticulture in J & K, Directorate of Information (Publicit> Wmg). Jammu 
& Kashmir Govt., p. 2. 
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upto 1978. in respect of scab fungicides, distributed to the 
orchardists." 
(iv) Training schools were established in the State where basic horticulture 
training was given to young growers. A total of2,000 personnel were 
imported training to these schools, 
(v) For the education of growers, number of media viz., press, radio, T.V. 
etc. were used by the information and publication wing of Horticulture 
Department of the State, 
(vi) The phenomenal increase in the export of horticulture products was 
the results of the efforts made by the State in exploring new markets 
and providing the growers with various facilities viz., financial 
assistance and technical guidances, 
(vii) 94 horticulture growers cooperative marketing and processing societies 
were organised with 80,000 members in the State. Horticulture sector 
continued to receive special attention during Sixth Five Year Plan as an 
outlay of Rs. 919.50 lakhs was allotted for this period, out of which Rs. 
128.50 lakhs amounting to 3.97 percent of the total were to be spent on 
horticulture research and Rs. 791 lakhs, amounting to 86.03 percent of 
the total, on crop husbandry^*. 
The subsidy on fungicides has been brought down from 50 percent to 
25 percent to be brone by State and 25 percent by centre." For plant 
protection programme a provision of Rs. 276.87 lakhs was made for 1980-
85. The horticulture research, other plant protection measures, horticulture 
development in hilly, kandi and backward areas community canning and 
25. Ibid., p. 3. 
26. Sixth Five Year Plan, 1980-85 and Annual Plan 1981-82, Planning and Development 
Department. J & K Govt., p. 12. 
27. rbid.,p 16. 
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fruit preservation, and revival of horticulture variety are the essential 
components of the 6th plan period. 
It is also gratifying to note that an outlay of Rs. 370 lakhs has been 
proposed for different marketing activities during the 6th plan. An institute 
for fruit preservation and canning is also proposed to be set up in the State 
during this plan. This institute will conduct post-graduate diploma course 
on the subject, standardise new receipts for products and also conduct short 
term craft course for house wives for change of food habits.^* For this 
purpose an amount of Rs. 7.97 lakhs has been proposed during 1981-82. 
The Sixth Five Year Plan emphasises the following points in this behalf^': 
(i) To increase the areas under orchards from 1.05 lakh hectares in 1979-
80 to 1.20 lakhs hectares by the end of sixth plan, 
(ii) To increase the fruit production from 4 lakh tones in 1979-80 to 6 lakh 
tones by the end of sixth plan, 
(iii) To increase the export of fruit from 3.44 lakh tones in 1979-80 to 19.12 
lakh tones by the end of plan period, 
(iv) To increase the number of grading centres to 200 as against 94 in 1979-
80 by the end of sixth plan, 
(v) To increase the number of Fruit Growers Cooperative Marketing 
Societies from 80to ?00 by the end of sixth plan, 
(vi) To solve the problems of horticulture growers like high cost of packing 
material, non-availability of transport and extension of marketing 
facilities. 
The strategies and methods to develop horticulture upto 7th plan 
28. Ibid,p. 36. 
29. Ibid, p. 16-17 and 36-37. 
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were found to be not keeping pace with developments elsewhere. To counter 
the pressure thus generated by other horticulture producing states the whole 
system had to be invigorated so that our sustenance in the field and market 
are assured. This become necessary as our horticulture industry is over 
whelmingly apple oriented with 87 percent of the total produce consisting 
apple. The strategy for development of horticulture during Eight Five Year 
Plan, thus, laid stress on diversification and zonalization of fruit growing in 
the State. 
Under the impacj of planned development and as a result of scientific 
measures adopted in the cultivation of horticulture there has been a significant 
increase in horticulture area, production, income and employment. 
HORTICULTURE AREA 
It is important to note that despite the fact that the horticulture is one 
of the oldest industry of the State, yet it has not been possible for it to grow 
and develop to an appreciable extent till the dawn of independence, the 
position prevailing at that time was that a small are^ of 0.31 lakh acres was 
under horticulture cultivation. The industry had become a handmaiden of 
a few landlords/zamin^ars who considered it nothing more than a good pass 
time. After independence and with the introduction of Five Year Plans the 
area under horticulture started to increase. The area under horticulture 
cultivation increased from 0.35 lakh acres to 0.57 lakh acres from 1st Five 
Year Plan to the end of Second Five Year Plan, which means an increase of 
162.85 percent. However, such a increase was not longer and appreciable 
growth in a period often year. As an innate interest of Government towards 
horticulture development in Fourth Plan, the area under its cultivation 
increased much and touched a figure of 150 lakh acres meaning thereby 
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increase of 163.16 percent over the horticulture area at the end of Third 
Plan. The area under horticulture increased year after year as is evident 
from Table 1.1. 
The total area under horticulture cultivation is showing constant 
increase, thereby showing its potential for expansion. No doubt it comprises 
a smaller portion of thie net area sown, but healthy sign is that its area gets 
swallowed year after year as is shown in the Table 1.1. From the year 1953-
54 the horticulture area has increased from 0.12 lakh hectares to 2.02 lakh 
hectares during the year 1996-97. This means 1.90 lakh hectares in a period 
of four decades. This would certainly have its effects in the economy in 
terms of income creation and employment generation. Thus the increasing 
tendency has been growing on without any thaw. This may not be out of 
place to mention here that increasing tendency of bringing more area under 
horticulture trees is the result of following: 
(a) Execution of Land Ceiling Act, and 
(b) The planned measures of the State Govt. 
HORTICULTURE PRODUCTION 
Upto the end of Third Five Year Plan and before independence the 
rulers of the State did not exhibit an innate interest in boosting up th 
horticulture production. With the result that the fruit production which was 
0.15 lakh tones before pre-independence,could increase only to 0.24 lakh 
tones upto the end of 3rd plan (1965-66) which means an average yearly 
increase of 0.006 percent. It is only after 1970 that the Government has been 
giving its undivided attention to accelerate the horticultural production in 
the State. As already stated,a package of incentives and other plan measures 
were,and are being initiated for this purpose. As a consequence thereof 
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TABLE 1.1 
AREA UNDER HORTICULTURE IN JAMMU AND 
KAHMIR DURING 1953-54 TO 1996-97 
(In lakh Hacteres) 
Year 
1953-54 
1955-56 
1960-61 
1965-66 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Net Area 
Sown 
6.00 
6.14 
6.57 
6.75 
7.06 
7.01 
6.99 
6.99 
6.98 
7.04 
7.09 
7.14 
7.14 
7.15 
7.15 
7.15 
7.18 
7.19 
7.26 
7.30 
7.32 
7.27 
7.33 
7.30 
7.19 
7.30 
7.28 
7.30 
8.30 
8.73 
8.74 
8.83 
Horticulture 
Area 
0.12 
0.14 
0.16 
0.23 
0.46 
0.48 
0.52 
0.56 
0.60 
0.82 
0.86 
0.89 
0.94 
0.99 
1.03 
1.31 
1.35 
1.38 
1.41 
1.45 
1.48 
1.60 
1.66 
1.70 
1.73 
1.76 
1.81 
1.85 
1.88 
1.92 
1.98 
2.02 
Percentage Increase 
(+) or Decrease 
(-) in Horticulture 
Area 
-
+16.67 
+14.29 
+43.75 
+100.00 
+4.35 
+8.33 
+7.69 
+7.14 
+36.67 
+4.88 
+3.49 
+5.62 
+5.32 
+4.04 
+27.18 
+3.05 
+2.22 
+2.17 
+2.84 
+2.07 
+8.11 
+3.75 
+2.41 
+1.76 
+1.73 
+2 84 
+2.21 
+1.62 
+2.13 
+3.12 
+2.02 
Percentage of 
Horticulture Area 
to Net Area Sown 
2.00 
2.28 
2.44 
3.41 
6.52 
6.85 
7.44 
8.01 
8.60 
11.65 
12.13 
12.46 
13.17 
13.85 
14.41 
18.32 
19.19 
19.19 
19.42 
19.86 
20.22 
22.01 
22.64 
23.29 
24.06 
24.11 
24.86 
25.34 
22.65 
21.99 
22.65 
22.88 
Source: (i) Directorate of Economics and Statistics, planning and Development 
Department, Govt, of Jammu & Kashmir, Srinagar. 
(ii) Directorate of Horticulture Planning and Marketing, Govt, of Jammu & 
Kashmir, Srinagar. 
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there has been a spectacular increase in the fruit production in the State of 
Jammu and Kashmir as is clear from Table 1.2. 
The table reveals that horticulture production which was 5.63 lakh 
metric tones in 1980-81 has increased to 7.47 lakh metric tones in 1988-89, 
which means an increase of 32.68 percent. The same touched a figure of 
9.34 lakh metric tones in 1993-94 which resulted in an increase of 65.90 
percent. It may also be noted that horticulture production decreased by 
38.40 percent and 12.09 percent in 1987-88 and 1994-95 respectively. 
However, such decreases was the result of some natural calamities faced by 
the State like hail storms etc. Horticulture production during 1996-97 was 
8.96 lakh metric tones. 
CONTRIBUTION OF HORTICULTURE SECTOR TO THE INCOME 
OF THE STATE 
Broadly speaking 'income' refers to 'volume of production' as the 
economy as a whole is concemed.The amount paid for a commodity really 
comprises a number of payments for the services undertaken in its production, 
and all payments are income to those who receive them. And as a result, the 
income can be regarded either as the money value of all goods and services 
produced in a particular period, or total of all personal incomes from 
economic activity during that very period. A production census of country 
can very well record of the quantity of goods produced in a Country or a 
State, during a year, but it does not show how much other services like 
medical, teaching, etc., have been provided. Even if it did show the total of 
services, as well as of goods produced in the year, the total would be still 
clumsy one, and not easily compared with that of other years.^'' 
30. Hanson, J.L., 'A Text Book of Economies', English Language Book SocieK. 5th. Ed.. Mc. 
Donald and Evans, 1970, p. 267-268. 
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TABLE 1.2 
HORTICULTURE PRODUCTION IN JAMMU AND KASHMIR 
DURING 1953-54 TO 1996-97 
(In Lakh Metric Tones) 
Year 
1953-54 
1955-56 
1960-61 
1965-66 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Hotriculture 
0.16 
0.18 
0.33 
0.47 
0.93 
1.28 
1.34 
1.83 
2.47 
2.16 
3.75 
3.49 
3.75 
4.81 
4.99 
5.63 
5.23 
4.72 
6.43 
6.73 
7.92 
7.63 
4.70 
7.47 
7.64 
7.70 
7.45 
7.87 
9.34 
8.21 
8.61 
8.96 
Percentage (+) increase 
or (-) decrease in 
Horticulture Production 
-
+12.50 
+83.33 
+42.42 
+97.87 
+37.63 
+4.69 
+36.57 
+34.97 
-12.55 
+73.61 
-6.93 
+6.93 
+28.27 
+3.74 
+12.83 
-7.10 
-9.75 
+36.23 
+4.67 
17.68 
-3.66 
-38.40 
+58.94 
+2.28 
+0.76 
+3.25 
+5.64 
+18.68 
-12.09 
+4.87 
+4.07 
Source: (i) Directorate of Horticulture, Planning and Marketing, Govt, of Jammu and 
Kashmir, Srinagar. 
(ii) Directorate of Horticulture (Statistics Wing), Govt, of J&K, Srinagar. 
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Therefore, to find a common denominator, the money value of all 
these things facilitates on obvious unit of measurement though by no means 
a perfect one, for money itself may change in the value. According to 
Marshall, the term 'income' of an economy or national income refers to 
"the aggregate not products of and the sole sources of payments for all the 
agents of production"'' and in words of Six John Kicks it "Consists of a 
collection of goods and services reduced to a common basis by being 
measured in terms of money."" 
The calculation of this income can consequently be approached 
either from the side of output of goods or from the side of income. 
Availability of full information should yield the same results by either of the 
methods. Also a third approach from consumption side is possible. Since 
income is either spent or saved, the total amount spent on consumer's 
goods, added to savings, should also be equal to the national income, 
provided there has been no hoarding.^^ Thus the income is defined as the 
money value of all goods and services produced by a nations economy 
during a particular period. It is in this context, that the share of income of 
horticulture in Jammu and Kashmir economy has been used in this study. 
In a socio-economic set-up, the ultimate objective of the State is to 
seek the well being of its people by raising standard of living and maximizing 
per capita income, the economic growth of the State depends upon the size 
of its economy's income. Primarily the greater the volume of production, 
the greater the quantity of goods and services available for distribution. 
31. Ibid.,p.268. 
32. Ibid, p. 268. 
33. Ibid., p. 268. 
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Therefore, an increase in the national income or national output is the only 
tools to raise the standard of living of the people. 
The horticulture is the biggest source of income to the State's 
economy only next to the agricultural sector. Hence it is a crucial sector in 
shapping the structure and pace of economic activity of Jammu and Kashmir. 
However, it is distressing to note that the income of horticulture sector to 
the State's economy has been erratic. Although it has been increasing with 
fluctuations but a remarkable progress is not visible as is evident from the 
Table 1.3. 
Table 1.3 reveals that the percentage of horticulture income to the 
State income varies from 3.98 to 15.44 during years of study. Although an 
overall view from 1976-77 to 1996-97 shows that both State income as well 
as income of horticulture sector has increased by more than 7.02 times and 
2.65 times respectively. When the income of this sector is compared with 
other sectors of economy, it depicts that horticulture sector contributes 
almost equally with other sectors like mining, power and construction 
except agriculture which contributes more than 50 percent of the State 
income. 
The other part of the analysis reveals that the horticulture income 
registered an increase of 91.13 percent from 1987-88 to 1989-90. The year 
wise percentage change in income of horticulture sector and State is shown 
in Table 1.4 
The table reveals that State income has been increasing considerably. 
Comparatively the income of horticulture sector increased by 35.60 percent 
during 1978-79. However, the income of horticulture sector decreased by 
2.00 percent and 0.95 percent during the years 1981-82 and 1982-83 
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TABLE 1.3 
PERCENTAGE CONTRIBUTION OF HORTICULTURE SECTOR 
TO THE INCOME BOTH AT CURRENT PRICES 
(DURING 1976-77 TO 1996-97) 
Year 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Income of 
J&K State 
479 95 
482 11 
605 62 
68142 
1049 50 
1194 51 
1362 42 
1548 97 
1746 67 
1929 23 
2134 01 
2086 27 
2601 31 
2702 15 
2950 94 
3167 02 
3368 05 
3369 02 
3372 09 
3374 36 
3378 51(Q) 
Income of 
Horticulture 
Sector 
66 35 
68 97 
93 53 
103 88 
125 27 
122 89 
12173 
120 66 
128 29 
107.58 
10106 
83 09 
158 81 
170 01 
173 30 
174 32 
175 06 
176 03 
177 12 
177 86 
181 23(Q) 
Percentage of 
Horticulture 
income to the 
State Income 
13 82 
14 30 
15 44 
15 24 
1194 
10 29 
8 93 
7 79 
7 34 
5 58 
4 74 
3 98 
6 10 
6 29 
5 87 
5 50 
5 19 
5 22 
5 25 
5 27 
5 36 
(Rs. in Crores) 
Percentage of 
yearly increase/ 
decrease of 
Horticulture 
income 
-
4 03 
35 61 
11 07 
20 59 
-190 
-0 94 
-0 88 
6 32 
-16 14 
-6 06 
-17 78 
91 13 
7 05 
1 94 
0 58 
0 42 
0 55 
0 62 
0 42 
1 89 
Source: (i) Directorate of Statistics and Evaluation, Planning and Development Deptt 
J&K Govt 
(ii) Directorate of Horticulture, Planning and Marketing, J&K Govt 
Q = Quick, - = Decrease 
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TABLE 1.4 
YEARWISE PERCENTAGE AND INDEX NUMBER OF THE INCOMES AT 
CURRENT PRICES OF JAMMU AND KASHMIR STATE 
AND J&K HORTICULTURE SECTION 
Year 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Income 
J&K 
State 
479.45 
482.11 
605.56 
68142 
1049.50 
194.51 
1362.42 
1548.97 
1746.67 
1929.23 
2134.01 
2086.27 
2601.31 
2702.15 
2950.94 
3167.02 
3368 05 
3369 02 
3372 09 
3374.36 
3378.51(Q) 
J&K Hort. 
Sector 
66.35 
68.97 
93.53 
103 88 
125.27 
122.89 
121.73 
120.66 
128.29 
107.58 
101.06 
83.09 
158.81 
170.01 
173 30 
174.32 
175 06 
176 03 
177 12 
177 86 
18123(Q) 
Percentage 
J&K 
State 
. 
+0.55 
+25.60 
+12 53 
+54.02 
+13.82 
+14.06 
+13.69 
+12.76 
+10.45 
+10.61 
-2.24 
+24.69 
+3.88 
+9.21 
+7.32 
+6 35 
+0 03 
+0 09 
+0 07 
+0.12 
J&K Hort 
Sector 
_ 
+3.95 
+35.60 
+11.05 
+20.59 
-2.00 
-0.95 
-0.88 
+6.32 
-16.14 
-6.06 
-17.78 
+91.13 
+7.05 
+1.93 
+0.59 
+0 58 
+0.55 
+0 62 
+0 42 
+189 
(Rs. in crores) 
Index 
. J&K 
State 
100.00 
100.55 
126.15 
138.68 
192 07 
206.52 
220.58 
234.27 
247.03 
257.48 
268.09 
265.85 
290.54 
294.42 
303.63 
310.95 
317.30 
317.33 
317 42 
317.49 
31761 
Number 
J&KHort . 
Sector 
100 00 
103 95 
139 55 
150 60 
171 19 
169 19 
168 24 
167.36 
173.68 
157.54 
15148 
133.70 
224 83 
231 88 
233 81 
234 40 
234 98 
235 53 
236 15 
236 57 
238 46 
Source: (i) Directorate of Statistics and Evaluation, Planning and Development Deptt 
J&K Go\i 
(ii) Directorate .of Horti culture, Planning and Marketing, J&K Govt 
Q = Quick, + = Increase, - = Decrease. 
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respectively. The decrease in horticulture income has been due to the 
decrease in the horticulture production in these years. 
EMPLOYMENT 
At present about 8.12 percent of the population in the State of Jammu 
and Kashmir is directly and indirectly linked with horticulture sector.'•• In 
fact this sector directly provides full time, part time and seasonal employment 
about 7.02 lakh persons." If its dependent sectors like transport, forest, 
insurance, banking etc. are also considered then this sector 
provides livelihood to more than 26,00 lakh of people in and outside 
the State.''^ 
FOREIGN EXCHANGE EARNINGS 
In terms of yielding foreign exchange to the State exchequer, the 
horticulture dry fruits of Jammu and Kashmir State contribute a sufficient 
percentage. Table 1.5 shows that foreign exchange earnings of the State 
horticulture sector increased by 87.20 percent and 154.78 percent during 
the years 1991-92 and 1995-96 respectively. However, the same decreased 
by 49.88 percent and 58.97 percent in the years 1980-81 and 1994-95 
respectively. The reason for such decline has been result of improved strict/ 
inconvenient legal procedures for export of horticulture fruits. 
The above analysis reveals that Walnut in Kernels have tremendous 
potential for international market when compared to walnut in shells. 
Because it has always been observed that the quantity exported in Kernels 
34. Calculated from the information of the; 
(i) Directorate of Economics and Statistics, Planning & Development Deptt., Govt, of 
J &K, Srinagar. 
(ii) Directorate of Horticulture, Planning & Mariceting, Govt, of J & K, Srinagar 
35. Ibid. 
36. Ibid. 
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TABLE 1.5 
EXPORT OF WALNUT TO FOREIGN COUNTRIES 
FROM JAMMU AND KASHMIR 
(DURING 1976-77 TO 1996-97) 
(Quantity in '000' metric tones) 
(Amount Rs. in Crores) 
Year 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Ouantitv Exported 
In Shells 
1.92 
2.89 
3.30 
3.62 
1.42 
2.82 
0.80 
0.45 
0.73 
0.37 
0.67 
0.57 
0.17 
0.56 
0.85 
1.09 
1.42 
0.93 
0.20 
1.03 
2.13(Q) 
In Kernels 
2.08 
2.51 
3.22 
4.73 
2.50 
4.23 
3.39 
3.17 
4.62 
2.68 
3.88 
3.21 
3.37 
2.61 
3.39 
3.84 
4.33 
5.64 
2.80 
5.91 
7.63(Q) 
Foreign 
Exchange 
Earnings 
5.60 
6.59 
9.89 
12.71 
6.37 
6.13 
6.96 
7.68 
11.48 
8.09 
13.91 
13.20 
14.75 
15.27 
19.30 
36.13 
42.35 
67.59 
27.73 
70.65 
80.00 
Yeanvise percentage 
increase (+) or decrease 
(-) in Foreign 
Exchange Earnings 
_ 
+17.68 
+50.08 
+28.51 
-49.88 
-3.77 
+13.54 
+10.34 
+49.48 
-29.53 
+71.94 
-5.10 
+11.74 
+3.52 
+26.39 
+87.20 
+17.22 
+59.60 
-58.97 
+154.78 
+13.23 
Source: Directorate of Horticulture Planning and Marketing, Govt, of Jammu & 
Kashmir, Srinagar. 
Q = Quick 
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is for greater than in-shells. During the year 1987-88 the quantity exported 
in-shells was 0.57 thousand metric tones. While as in-kemels the quantity 
was 3.21 thousand metric tonnes. The position remained same during the 
subsequent years. In 1994-95 the quantity exported in-shells was 0.20 
thousand metric tones while as quantity of Kernels launched 2.80 thousands 
metric tones. 
It would be important to note here that the State of Jammu and 
Kashmir exporting horticulture products to more than 22 countries in which 
Canada, Australia, United Arab Emerates, New Zealand, Syria, United 
Kingdom, United States of America, Japan, Germany, Pakistan, Switzerland 
and Kuwait is worthy to note. The demand for horticulture products has 
increased year after year in past few years in these countries. As a 
consequence. State manages to earn a good amount of foreign exchange as 
depicted by Table 1.5. 
Having taken note of the tremendous potential growth of the 
horticulture sector all pver the world, the Government of these States have 
aptly taken several steps from time to time, to make the organisation and 
marketing of horticulture products effective. But it will not be out of place 
to mention here that much is required to be done to export the horticulture 
products to almost all corners of the world. To achieve this end marketing 
machinery of the country is to be overhauled and expanded with modem 
marketing mechanism. 
The land holding size being very small in the State, about 98% 
constitutes small and marginal orchardists and therefore the organisation of 
the growers into cooperative societies was imperative to ensure viable units 
and also to eliminate the exploitative role by the middlemen on one side and 
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on the other side it was difficult for an orchardists to adopt scientific 
techniques and technologies for the management of the orchards. In order 
to achieve the objective of orderly marketing, it was found necessary to 
emancipate the small and marginal growers from the clutches of a chain of 
middlemen who were sharing the high percentage of net returns so as to 
enable them to avail direct benefits of the market prices of their produce by 
narrowing the gap between them and the consumer. Thus, the horticulture 
department put no nerve unstained in getting small and marginal orchardists 
under co-operative fold. The number of such societies was only two at the 
time of establishment of Horticulture (Planning & Marketing) Department 
which has now gone up to 242.'' 
The non-availability of timely and adequate credit facilities has been 
one of the main constraints hampering strengthening of co-operative and 
their functioning. There is a great set back in satisfying the growers in 
getting them to the co-operative fold due to non-availability of finance. The 
financial institutions mainly commercial banks have not provided credit as 
was recommended to them by the Department to the Fruit Growers Co-
operative Marketing Societies as a result of which the members of the co-
operative sector have felt handicapped and in most cases even the recently 
organised and registered societies have gone defunct and fallen prey to the 
money-lenders, middlemen and commission agents. The year-wise position 
of loan recommended by the Department against which advance made 
available by the financial institutions during last few years is indicated in 
Table 1.6. 
37. Information collected from the Directorate of Horticulture, Planning and Marketing. Govt, 
of Jammu & Kashmir, Srinagar. 
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TABLE 1.6 
ADVANCES MADE BY FRUIT GROWERS CO-OPERATIVE 
MARKETING SOCIETIES FROM 1990-91 TO 1996-97 
(Rs.in lakhs) 
No. of Societies in Amount of Loan Actually Percentage 
Year Whose favour credit Loan recom- Advanced Advanced 
Limit recommended mended 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
28 
40 
43 
19 
16 
12 
17 
86.04 
159.65 
227.17 
134.10 
100.14 
96.34 
104.18 
10.07 
12.06 
9.75 
28.84 
32.79 
36.82 
38.26 
11.70 
7.55 
4.29 
21.50 
32.74 
38.22 
36.72 
Source: Directorate of Horticulture, Planning and MaAeting, J&K Govt., Srinagar 
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From the table it is clear that during the year 1993-94 an amount of 
Rs. 134.10 lakhs was recommended by the Registrar of Co-operatives in 
favour of 19 societies for sanction by the banks but only an amount of Rs. 
28.84 lakhs has actually been released that too after long persuasion. During 
the year 1996-97, Rs. 104.18 lakhs were recommended by the Registrar in 
favour of 17 societies for sanction but only an amount of Rs. 38.26 lakhs has 
been advanced which is 36.72 percent of the loan recommended by the 
Department. The non-availability of finance has affected the co-operative 
sector adversely in meeting their requirements on account of pre-harvest 
and post-harvest problems. It is because of this fact that presently out of the 
231 registered co-operative marketing societies only 126 numbers are 
functional. The department has not come to the rescue of FGCM societies 
who have not been able to get the advances from the banks because the 
department has never been provided with full budgetory support required in 
this behalf. 
The above facts reveal that the co-operative credit societies which 
were the main co-operative credit agencies could neither provide a strong 
and viable alternative to the money-lenders nor could they develop adequately 
to meet all the credit requirements of the agriculturists as well as 
horticulturists in the State even ^fter a decade of Independence. In fact, 
credit societies could hardly meet even the urgent needs of the tenant-
cultivators, deeply indebted to the money-lenders, shopkeepers or landlords. 
This was the basis for the need of an institution in the State to provide long 
term loans to cultivators against the security in this context the next chapter 
deals with Co-operative Land Development Banking in Janunu and Kashmir. 
CHAPTER - 2 
Land Development Banking 
in ]ammu SC Kaslimir 
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CHAPTKR-2 
LAND D E V I : L 0 P M I : N T BANKING 
IN JAMML) AND KASHMIR 
Development is a complex phenomenon. It implies a quantitative 
concept that might be understood as economic growth and a qualitative 
concept which takes into account the idea of well being. Economic growth 
is a phenomenon measurable in terms of increasing national income or per 
capita income, while the "Well-being" of the population indicates a higher 
standard of living - a complex notion difficult to quantify, which, 
encompasses such various factors as the level of satisfaction of the needs of 
the people in terms of food and nutrition, housing, health, education, 
recreation, security, spiritual satisfaction etc ' 
Jammu and Kashmir is primarily an agriculture State. Agriculture 
development is important because it provides economic sustenance and 
builds up a strong industrial base. Capital formation and the level of 
economic activity depend upon the agricultural production. Thus, the 
development of agriculture is an 'accelerator' of the overall economic 
progress of the State and therefore, it is an imperative need to stabilize and 
strengthen the agriculture sector. 
The agricultural sector is the major sector of the rural economy is 
which unemployment and underemployment prevail. Poverty is essentially 
1. Desmond, L.W. Anker, Rural Development. Problems and Strategies. I.L.O., Geneva. 
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a rural problem linked with the backwardness of agriculture, which implies 
low productivity of land, low purchasing power of farmers and low capacity-
to employ more workers gainfully. Dandekar and Rath say that "Urban 
poverty is an overflow of rural poverty. Hence action against poverty has to 
be initiated in rural areas''.^ The creation of optimal employment 
opportunities in agriculture reduces rural poverty More employment in 
agriculture is possible >vhen its productivity is raised. Fortunately, "there 
is a considerable scope for agricultuie productivity because the present 
productivity is no more than one-third of what it could be." Mf agricultural 
productivity is doubled it will give a boost to the secondary and tertiary 
sectors. Improving social as well as economic life of agriculturists depends 
very much upon the development of agriculture and horticulture, the 
progress of its hings upon the several inputs, but the one input than can help 
the farmer to apply the other inputs is the capital namely CREDIT. 
The credit provided by private agencies is unproductive and its main 
aim is to bring the farn^ers in the grip of perpetual indebtedness. Similarly 
the majority of formal lending institutions whether public or private provide 
virtually no access to credit to poor and small land owners. The indigenous 
bankers and money lenders provide only short-term loans. The working 
operations are also outdated and irrational. The Primary Credit Societies. 
Central Co-operative Banks and other apex banks provide only the short and 
medium-term loans on account of their meagei funds. Thus the non-
institutional credit has not proved beneficial to the farmers in an much as 
2 Dandekar, V.M. and Rath, N., PoverU in India. Bombay: Popular Prakashan 1971 
p. 37. 
3. Singh. B P., "Why Pdvcrt> and uneniplo\mcnt PcrsisU". The Hindu. Banglore 
Tuesday, Julv 16. 1985, p 21 
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it hardly provides any incentive to effect improvement on the land. 
Agriculture requires splecial and separate treatment in the field of finance 
as the condition in this profession is entirely diffeient from those in 
manufacturing industries. There are small units of production to be dealth 
with. There is no control over the yield and quality and there is lack of 
organisation and land is not a suitable security for loans. Thus the problem 
of rural finance is peculiar. 
TYPES OF AGRICULTURE CREDIT 
A purpose-wise classification of agriculture credit available to the 
farming community from the lending institutions is as follows.* 
1. Capital ExpeWditure. Purchase of land, land reclamation, 
construction and repairs of bunds, wells and other sources of irrigation, 
purchase and repairs for construction of farm-houses, additions, etc. 
2. Current Expenditure: Purchase of seeds, fertilizers, manures, fodder, 
hiring charges, rent, land revenue and other expenses. 
The period-wise classification of agriculture credit is divided into 
three parts, as follows:-
1. Short-Term: Short-term credit are usually made to agriculturists for 
periods ranging from six to fifteen months and are primarily meant to 
meet seasonal requirements suchas seeds, manure, fertilizers and 
insecticides. Such advances are expected to be repaid at the time of 
the harvest. 
2. Medium-Term: The period of medium-term advances generally 
ranges from fifteen months to five years and they are for purposes 
such as the purchase of tractors, power-tillers, pump-sets, agricultural 
4 Reserve Bank of lindia-Rural Credit Follow-up Survc>, Bomba\, 1959-60 
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implements, bullocks, etc. They have to be repaid by half-yearly or 
annual instalments which usually coincide wiih the period of the 
harvesting of crops. 
3. Long-Term: This type of credit is given for a longer period varying 
from five years to fifteen years (It may be in extended upto 20 years 
under special circumstances) and is nieanl for the purpose such as 
payment of old debts, purchase of costly implements and also for 
carrying out pennanent improvement involving high cost, construction 
of tube-wells and increasing the size of the holding. 
The 9th India Co-operative Congress, held on April, 26-28,1982, had 
also adopted the follow ing resolution regarding classification of agricultural 
credit:-
"The Congress recalls that the L.D.B. Federation and the 8th 
Indian Co-operative Congress had opined for classification of 
agricultural credit into production credit/working capital (Short 
term) and investment credit (Term credit) since the present 
classification according to period of loans was found 
unscientific and confusing. Committee to review arrangements 
for Institutional Credit for Agriculture and Rural Development 
(CRAFICARD) has also made a similar recommendation. The 
Congress, therefore, urges upon the R.B.I, to take a decision 
in this regard so that the L.D.Bs. could provide all types of 
investment credit irrespective of period constraint."' 
NEED FOR LONG-TERM CREDIT 
Almost all types of credit are needed by the farmers at different stages 
of farming like short-term, medium-term and long-term to make their 
agricultural operations,successful. The gainful utilisation of fund available 
from one source depends on the simultaneous availability and use of funds 
5 National Co-operative Union of India. 9th Indian Co-opcrativc Congress (April 26-
28. 1982). Background Papers. Part II - p 27 
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from other sources. Long-term finance has certain distinctions over other 
kinds of finances. Assets creation and permanent improvements in farm 
could be possible only by the use of long-term finance. The long-term 
finance is required for the following purposes:-
1. To make the holding economically viable:- When the size of holding 
are small it is imperative to make the holding economically viable. A 
viable economic holding can be attained either by adding a new acreage 
to the existing holding or by intensifying the agricultural operations on 
the existing holding. Since the consolidation of fragmented holdings due 
to pressure of population on land becomes a difficult task, the only 
alternative is to intesify the agricultural operation under the existing 
holding and this is possible only by means of making permanent 
improvements over the land and increasing the outlay on inputs. For this 
purpose, long term loans are needed. 
2. To provide permanent irrigation facilities:- The farmers traditionally 
use wells as their permanent source of irrigation. But it needs improvement 
by way of deepening the well or erecting pump sets. Long-term finance 
is needed for such purposes. Even to dig new wells, heavy investment in 
the form of long-term credit is needed. 
3. To liquidate the rural debts:- Rural indebtedness had a concerous 
growth and liquidated may farming families and converted them into the 
landless labour class. This caused the transfer of land from those who do 
tilling of the land to a class of people who own it but get the cultivation 
done by hired labour. To avert such happening in future, it is possible 
only by means of providing long-term loans to pay off the old debts taken 
from private money-lenders. 
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4. To mechanise agricultural operation:- One of the good effect of green 
revolution is the move towards mechanisation. Mechanisation started 
with erecting pump-sets to the wells and non tractorisation of agriculture 
as a tallest phenomenon is gaining currency. As heavy investment is 
needed for such machineries, the farmers are in need of long-term 
finance. 
5. To reclaim land:- When lands are brought under new irrigation projects 
under canal or river irrigation schemes they need long-term finance to 
make the land fit for new cultivation. During such times they have to 
level the lands make the bounds, remove the subsoil and deep ploughing 
in the lands which are traditionally cultivated without applying any 
manures or fertilizers. For these purposes long-term loans are needed. 
6. To make new lands fit for cultivation:- To cultivate follow land and to 
bring new lands under cultivation, the deep ploughing, removing the 
trees and bushes in cash of forest lands, bunding and fencing activities 
must be undertaken which require heavy investment. 
7. To make permanent improvement in land:- When permanent 
improvements in the form of assured irrigation facilities, mechanisation, 
etc. are made, the farmers can get assured income and concentrate more 
on making farming as a business. Incentives to produce more and to have 
higher standard of living is possible only by making agriculture as a 
business which, in turn, is possible by making permanent improvement 
on lands. Hence, there is need for long-term credit. 
8. To make viable the small and marginal farmers:- Small and marginal 
farmers connot become viable farmers simply by depending on agriculture 
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alone. They have to engage in other allied occupations like dairying, 
poultry and the like. Subsidiary occupations can enhance their income 
and can provide potential source of income to all kinds of farmers. 
9. To encourage the plantation crops:- Plantation crops, which are 
earning foreign exchange, need be encouraged. Their gestation period 
is long and also need heavy investment. The cost of cultivation and 
method of cultivation are having greater bearing on cost. For feu' years 
the farmers have to invest money without any immediate returns. Long-
term finance alone can give a relief to such farming. 
SOURCES OF FARM CREDIT 
The present system of agriculture credit in Janimu and Kashmir 
mainly consists of two sectors viz., the institutional and non-institutional. 
The non-institutional sector consists of the professional money-lenders, 
agriculturists, traders and commissions agents, landlords, relatives and 
friends of the farmers and others. The institutional sector consists of the co-
operatives, the commercial banks and the Government. A relative 
significance of these agencies in supplying the agricultural credit, was 
brought to light in comprehensive manner for the first time in 1951-52 by 
the All-India Rural Credit Survey Committee (1954) in its survey report. 
After a decade, another survey was conducted by the Reserve Bank of India 
viz.. All India Debt and Investment Survey, 1961-62. Similar survey was 
also conducted by the R.B.I, in 1971-72. They show position of different 
agricultural credit agencies providing agricultural credit to the farmers 
which is shown in Table 2.1. 
At present the direct finance for agriculture is being provided under 
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TABLE 2.1 
CASH LOANS BORROWED BY THE CULTIVATORS 
(PERCENTAGE) CLASSIFIED ACCORDING TO 
CREDIT AGENCY-ALL INDIA 
S.No.Credit Agency 
1 Government 
2.Co-operative 
3.Commercial Banks 
4.Insurance 
5.Provident Fund 
(A) Institutional Agencies (1 to 5) 
6.Landlords 
7.Agriculturist Money-lenders 
8.Professional Money-lenders 
9.Traders & Commission Agents 
lO.Relatives & Friends 
11. Others 
(B) Non-Institutional Agencies (6 to 
Total (A+B) 
1951' 
3.3 
3.1 
0.9 
-
-
7.3 
1.5 
24.9 
44.8 
5.5 
14.2 
1.8 
11) 92.7 
100.0 
1961^ 
2.6 
15.5 
0.6 
-
-
18.7 
0,6 
36.0 
13.3 
8.8 
8.8 
13.9 
81.3 
100.0 
1971^ 
7.1 
22.0 
2.4 
01 
0.1 
31.7 
8.1 
23.0 
13.1 
8.4 
13.1 
2.6 
68.3 
100.0 
Sources: 1. All - India Rural Credit Survey Report Vol. II (1954), R.B.I., p. 167 
2. All-India Debt and Investment Survey, 1961-62, p. 14. 
3. All-India Debt and Investment Survey, 1971-72, p. 40. 
Note:- For 1951 arid 1961 Survey data in respect of Insurance and Provident Fund 
were not collected seperately. 
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institutional sources by the Co-operatives, Commercial Banks, Regional 
Rural Banks and the Government. These agencies supply two types of 
credits viz., short and medium term and long-term agricultural credit. The 
chart 2.2 illustrates the flow of credit to the farmers in the whole country. 
Though the multi-agencies approach has been adopted in the 
agriculture credit, but the movement of co-operation in general and credit 
agencies in particular gbt impetus with the start of planning phase in Jammu 
and Kashmir. The First Five Year Plan of the country very rightly recognised 
co-operative as an "Instrument of Economic action in democracy". At 
present, the national policy is to promote co-operatives as the principal 
institution for promoting and energising economic activities in rural area. 
In other works, co-operative agency has been recognised as better suited 
than the state for ensuring proper utilisation of credit for productive 
purposes. 
As evident from the chart 2.2 the short and medium term agricultural 
credit system, the co-dperatives have a three-tier structure with the State 
Co-operative Bank at the State level, the Central or District Co-operative 
Banks at district level and the primary agricultural credit societies at the 
base or village panchayat level. The long-term credit co-operative are 
organised in a two-tier structure consisting of the State Land Development 
Banks at the State level and the Primary Land Development Banks/branches 
of the SLDBs at district/tehsil level. 
NEED FOR THE LAND MORTGAGE/DEVELOPMENT BANK 
The modem co-operative movement was officially launched in India 
only in the year 1804, w'ith the passing of the Co-operative Credit and Thrift 
Societies Act, by the Central Government. The Act was revised and broad-
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based in 1912 and 1919. When co-operative became the state subject, 
different laws were passed in different States, since then, several primary 
credit societies cropped up all over the country. They provided shorty 
medium and long-term credit to the the farmers for productive purposes. 
But experiments in long-term credit by village co-operative credit societies 
miserably failed. Defaults were common and overdues mounted up without 
any timely action. Societies themselves could not tap long-term deposits 
and had to depend on central co-operative banks for accommodation. As 
long-term finance involved questions relating to title, valuation of property, 
assessment of repaying capacity, etc., these technical aspects of the problem 
could not be met by the staff of ill-equipped village co-operative credit 
societies. Again, for long-term investment, commercial banks were 
considered as an unsuitable credit agencies due to composition of their 
funds accruing through deposits mostly payable on demand or at short 
notice. Though the increased stress laid on agricultural development in the 
new 20-point economic programme, the Union Government has decided to 
set up flow of credit to the agricultural sector by 19 percent through 
nationalised banks during 1982-83. But the bank should not grant loan of 
a higher amount only because the security offered, if any, by the borrow er 
would cover a bigger loan and also if the land holding is small or return to 
be expected is small, the bank should not grant loans and the borrower be 
asked to approach LDBs. The agency of indigenous bankers also dealt in 
money lending. But their meagre resources does not permit them to invest 
their funds for long periods. Beside they charge high rates of interest and 
demanded principal an4 interest bank in one instalment. They also lacked 
friendly and sympathetic approach needed for long-term financing to 
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cultivators. All this created a need for a separate agency for long-term 
agricultural credit. 
Sir Janassan Maan did not altogether agree with Rothfield that the 
supply of long-term credit was necessarily a function of the State. But it was 
primarily the need to find an outlet for surplus co-operative land mortgage 
banks. Such banks would concentrate on the supply of long-term credit, 
generally to those reasonably substantial cultivators who did not find the 
co-operative movement very attractive. The Central Banking Inquiry 
Committee also recommended that"it is now being realized by every 
t 
competent authority on co-operative credit in India that the existing primary 
societies, central banks and provincial banks by reason of character of their 
resources and other obvious limitations from a banking point of view, can 
supply only short and inter-mediate credit. They most, can supply only 
short and inter-mediate credit. They most, therefore, be supplemented by 
other types of organisations dealing specifically with the problem of long-
term credit. The separate agency for providing the long-term credit has 
been recommended by the various commissions and committees. Hence, 
arose the need for special type of credit institutions generally called "Land 
Mortgage Banks" These banks displaced not only the moneylender but also 
the present unsatisfactory system of state loans and, by lowering the rates 
of interest, they brought many productive improvements within the reach of 
the land-holders. 
After the All-India Rural Credit Survey the real growth of Co-
operative Land Develo'pment Bank with State support start. Emphasising 
the need for strengthening the co-operative credit structure, the All-India 
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Rural Credit Survey Committee recommended organisation of Central Land 
Mortgage Bank in all the States. Stress was also laid for re-orienting their 
policies from financing old debts to provision of finance for improvement 
of land and development of agriculture. The committee further suggested 
the need for simplifying the loan procedure and channeling by State 
Government of all Tackkavi funds through the Land Development Banks. 
To strengthen the long-term credit structure, recommendation was made for 
share capital contribution from the Government to the Central Land Mortgage 
Bank at least upto 51% to enable them to borrow funds and provide loans 
adequately. 
As a result of the recommendation of All-India Rural Credit Survey 
Committee, during the plan periods, the Land Mortgage Banks Switched 
over the function from 'Mortgage Banking' to 'Development Banking' or 
Agricultural Development Banks were organised in other States also in the 
subsequent year during the five year plans. At the end of Second Plan (1960-
61), there were Land Development Banks in 18 States, including in Jummu 
and Kashmir. 
The progress of the Land Development Banks has been spectacular 
over the years. They have geared up their machinery. Streamlined their 
policies and procedures, diversified their loans, implemented the plan quite 
satisfactory despite problems and constraints in a multi-agency set up in the 
field of agricultural credit. The growth of lending performance of the banks 
would be seen from Table 2.3 
Table reveals that the Land Development Banks are doing to the 
extent for progressive needs. From a mere advances of Rs. 1.38 crores in 
1950-51, the aggregate'annual lending of the banks crossed the level of Rs. 
TABLE-2 .3 50 
PROGRESS OF LAND DEVELOPMENT BANKS 
DURING THE PLAN PERIOD 
(Rs. in Crores) 
Plan Period Target Loans Percentage Average annual 
Issued Achievement growth rate over 
of the target previous plan 
First Five Year Plan 
(l951-52to 1955-56) 
Second Five Year Plan 
(1956-57 to 1960-61) 
25 00* 
Fourth Five Year Plan 
(1969-70 to 1973-74) 
Fifth Five Year Plan 
(1974-75 to 1978-79) 
900.00 
9 00 
31 00 
Third Five Year Plan 150.00* 157 00 
(1961-62-to 1965-66) 
Three Annual Plans 275 00 293.00 
(1966-67 to 1968-69) 
783.00 
1500.00 1069.00 
Mid-Term Plan - 291.00 
(1979-80) 
Sixth Five Year Plan 2150 00 2047 00 
(1980-81 to 1984-85) 
Seventh Five Year Plan 3877 50 3484 00 
(1985-86 to 1989-90) 
Eighth Five Year Plan 7400 00 8324 47 
(1992-93 to 1996-97) 
124 00 
104 46 
106.54 
87.00 
71.27 
95 20 
89 85 
11249 
49 89 
81.19 
41 19 
28 58 
7 33 
13 62 
16 00 
17 00 
* Loans outstanding 
Source: Review of the Agriculture Credit System in India, RBI, Mumbai, 1996-97, 
p 305 
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533 crores in 1985-86 and touched a record Tigurc ol" Rs. 2337.58 crores in 
1996-97. 
PRESENT POSITION 
There are 22 States and 9 Union Territories in the country out of 
which development banks are now functioning in 18 Stales and 1 Union 
Territory (Pondicherr>')- In three of the State/Union Territories (Meghalaya, 
Goa and Delhi), there are separate sections in the state Co-operative Banks 
to look after long-term loans. The Land Development Banks function 
through their branches and primaries established at the lower levels of 
District, Tehsil/Taluk Block, etc. At the end of 1993-94, there were 2927 
such units comprising of 4 head offices, 724 branches, 751 primary banks, 
1448 primary LDB branches and its sub-branches. Besides, for supervision 
and control over these operational units, there were 321 District, Divisional/ 
Regional and Zonal offices for efficient performance in respect of 
disbursement, utilisation and recovery of loans. The primary level 
membership of LDBs stood at 19.37 of the country's rural familities, the 
LDB are the most effective agency in the field of agricultural credit in India. 
Over 90% of loans disbursement of these banks has gone for productive 
purposes to create capital assets on land which would give increase yield 
from them on a long-term basis. 
LAND DEVELOPMENT BANKING IN JAMMU AND KASHMIR 
Jammu and Kashmir is one of the underdeveloped State in India. 
Inspite of this prime importance, agriculture in the State has been lagging 
behind for want of sufficient finance, chemical fertilizers, irrigation facilities, 
use of improved seeds, use of modern technology and farm mechanisation. 
In order to advance loans to the poor agriculturists and to keep them away 
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from the clutches of money lenders, the State Government under the 
rulership of Maharaja Pratap Singh rightly introduced the co-operative 
movement in the year 1912.*' The movement was introduced in the State to 
protect the poor masses, artisans and farmers against the exploitation of 
money-lenders. In 1912-13, a well knit plan for the development of co-
operative in the State was undertaken. During the yeai 1913-14 some 93 
agricultural co-operative societies were organised in different parts of 
Jammu region with a central bank at Jammu. The bank was not financed by 
the State, rather an amount of Rs. 5,000 was submitted by Zamindars as 
share capital and the State help sanctioned by the Maharaja was to the tune 
ofRs. 24,000.^ 
The salient features of the co-operative societies formed in the 
Jammu and Kashmir in the beginning were as follows:* 
1. A few persons (not less than ten) living in the same village or town or 
belonging to the same class, tribe, may register a co-operative credit 
society for the encouragement of thrift and self help among themselves. 
2. The main objects of the society were to raise funds by deposits from 
members and loans from Government and distribute the money thus 
obtained as loans to members. 
3. The organisation and control of co-operative credit society was put 
under the charge of a Government official. 
6 Ahmad Agh S>ed. Co-operati\c Mo\enicnt in Jammu and Kashmir State. "Mazdoor 
Co-opcrati\e Printing Press, Srinagar. p 7 
7 Annual Administrative Report of Jammu and Kashmir. 1913-14. Deptt of Informa-
tion Jammu and Kashmir, Srinagar, p 40 
8 Rahman. M . Co-operative Credit and Agricultural Development. Sultanchand and 
Sons, New Delhi, 1974, p 123 
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4. There was no restriction on acquiring membership of the society, 
provided a person is not disqualified in accordance with the bye-laws 
of the society. 
5. The liability of the members of the society was unlimited except with 
special provision of the officer incharge. 
6. No dividends were paid from the profit of a society. The profits were 
carried to be reserve fund. However, a bonus was allowed to be 
distributed after the funds have grown beyond a certain limit fixed 
under law. 
7. Loans were allowed to members. 
8. The societies were exempted from fees payable under the stamp, 
registration and income-tax. 
Before 1947, the co-operative movement was predominately a credit 
movement. It was facing competition from money-lenders who were not 
only providing credit to agriculturists but also running shops in the villages 
providing agricultural requisites and goods of daily necessities of life. Thus 
it was easy for them to keep the cultivators under influence, on the other 
hand the co-operative credit societies provided only partial credit needs and 
left the farmers at the mercy of the local money-lenders-cum-traders to meet 
their requirements. In this way the societies failed to protect the farmers 
from the exploitation of money lenders.^ Inspite, of various measure's for 
the upliftment of the poor agriculturist, the agriculture growth has remained 
poor, making the economy of the State stagnent. This stagnation is due to 
common problems of low productivity, heavy pressure on land due to 
9. Co-operative Bulletin, The Jammu and Kashmir Co-operative Union Ltd., Jammu; 
March, 1970; p. 25. 
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increase in the population and inability of large section of farmers to obtain 
investment credit against the security of the land etc. The contribution of 
various financial agencies/Commercial Banks with regard to farm finance 
remained very low and inadequate. Besides there has been considerable 
delay in disbursement lo the State loans. 
Institutional credit for capital investment in agricullure was unknown 
to our farmers in the State till the organisation of Land Development Bank 
in the year 1962. The different Government Departments provided loans 
directly to the farmers but the quantum of credit available was limited and, 
therefore, it created no impact on agricultural development. With the 
development of new technology in agriculture the need of having an 
institutional arrangement for the provision of long-term credit was avoidable. 
Shri Venkatapiah, the then Deputy Governor, Reserve Bank of India who 
came to this State in the year 1956 for study of some of the aspects of the 
co-operative movement in the State also pointed to the need of having a 
Land Mortgage Bank.'" Before setting up the bank, the State Government 
sought the advice of Shri M.R. Bhide ICS, the then Secretary to Government 
of India Ministry of Co-operation on the organisational pattern and matters 
connected with the working of long-term credit structure. It was in pursuance 
of his advice that the land mortgage bank in the State was organised on the 
unitary pattern. By a subsequent amendment which was registered on Nov., 
25. 1966, the name of the bank was changed from Jammu and Kashmir Co-
operative Land Mortgage Bank Ltd. to the Jammu and Kashmir Co-operative 
Land Development Bank Ltd. thereby cleaning the impression that quantum 
10. The Jammu and Kashmir Co-operative Central Land Development Bank Ltd., 
Srinagar - A Review, June 1969, p. 6. 
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of credit available from the bank was related not to the value of Land 
Mortgage but to the outlay involved on development. 
In Jammu and Kashmir, the J&K Central Co-operative Land 
Development Bank was established in 1962 as a co-operative society for 
providing long-term credit to the farmers, and thereby accelrating the pace 
of agricultural development. It has completed 35 years in the service of 
rural population. 
The main object of the Bank is to advance long-term loans to 
individual farmers and co-operative farming societies through its branches, 
for effecting permanent improvement on land and for introducing a better 
and improved method of cultivation. The Bank advances loans to the 
farmers on the security of immovable property for one or more of the 
following purposes:" 
(a) Redemption of mortgages on agricultural land; 
(b) Purchase of land for cultivation; 
(c) Construction of wells, installation of tubewells and repair of old wells; 
(d) Installation of pumps and other water lifting appliances; 
(e) Construction of bunds; 
(f) Fencing of agriculture land; 
(g) Raising of fruit gardens; 
(h) Reclamation of "banjar" lands; 
(i) Purchase of tractors, allied implements, power tiller and power 
thrashers; 
(j) Construction of godowns and cattle sheds; 
11. By-lawsptAc^&K- Cp-operative Land Development Bank Ltd., Srinagar, 2(5), p 
'iM r r- 5 551 * • , \ \ 
( • ^cc. No ) f l 
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(k) Purchase of bullock cart; 
(1) Development of Orchards; 
(m) Purchase of goats, sheeps. etc.; 
(n) Installation of gobar gas plants, fisheries, poultry, saffaron, mules, 
diary, bee keeping, oil expellers, rice shellers, piggery, and sericulture; 
and 
(o) Other purposes, relating to the development of agricultural and methods 
of cultivation as may be approved by the Board of Directos of the Bank 
and prescribed by NABARD from time to time. 
Above these, the Bank also provides enormous amount of loan to 
institutions which are engaged in providing facilities to the farmers directly 
for development of agriculture and for augmenting income thereof. 
Till mid eighties,Jammu and Kashmir Land Development Banks in 
the State were allowed to finance only agricultural activities and activities 
allied to it. But due to bhanging economic scenario, need was felt to bring 
rural industries within the ambit of rural economic activities. The Land 
Development Banks was therefore, allowed to finance non-farm activities 
for the overall rural economic development. Since non-farm activities were 
not included in the loaning portfolio of Land Development Bank in the Co-
operative Societies Act, and the States except Jammu and Kashmir amended 
the particular section enabling the land development banks to finance rural 
industries etc. Jammu and Kashmir Co-operative Land Development Bank 
also proposed amendments to Co-operative Societies Act for inclusion of 
twelve schemes under hon-farm activities such as:.'^ 
12 B> the Courtesy of Managing Director. J&K Co-operative Land Development Bank 
Ltd , Snnagar. 
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Establishment of processing units. 
- Transportation of agriculture and horticulture produce. 
Development of fisheries. 
Production of animal and poulatry feed. 
- Setting up of sm.all and coltage industries. 
Financing to rural artisans, craftman etc. for establishing handicrafts 
units. 
Construction and repair of rural houses etc. 
The proposed/amendment was carried out in the (1988)sessionof the 
State legislature. But this amended Act could not some-how come into 
force as the Government notification to that effect was not issued and the 
same was reffered to parliament for enactment and Government approved 
inclusion of nine out of twelve proposed schemes which were not allied to 
agricultural activities excluding the schemes such as loans for small scale 
and village industries, establishment of handicrafts units and construction 
and repairs of rural houses. 
After its inception the bank could not work effectively due to some 
impediments. One of them being an ordinance promulgated by Government 
in Feb., 1966, prohibiting alienation of agricultural lands thereby creating 
a situation under which the land development bank could not accept 
mortgages in land as securit\' for loans. This gave a set back to the 
programme of lending. It was on 12th, May. 1966, the State legislature 
passed an amendment exempting the land development bank from the 
operation of the above ordinance. Apart from these impediments the bank 
noticed that the Government Department's like Department of Horticulture 
etc. were providing loans directly to the farmers for purposes identical to 
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* 
those for which the bank was advancing loans. This resulted in overlapping 
in the field between the Government departments and the bank. Moreover, 
the loans advanced by Government departments carried a lower rate of 
interest and the repayments were deferred till sufficient income incurred to 
the farmer. In some cases like loans for minor irrigation some subsidy was 
also provided by the Government to meet the cost of the investment. 
Notwithstanding the fact that the loans advanced by the Government 
department formed an insignificant part of the requirements of credit, it 
created an impression among the farmers that the land development bank 
was not a welcome substitute for Government finance. 
In was only in the year 1967-68 that the State Government issued a 
directive stopping direct lending by Government Departments and directed 
that all long-term credit for agriculture development shall be the 
responsibility of the land development bank." It was in pursuance of this 
that the bank formulalted schemes in consultations with the technical 
department and took up financing of these schemes. Funds available in the 
Government Budget were transferred to the land development bank to serve 
as accommodation and also as Government contribution to the debentures 
of the Land Department Bank. 
Broadly the main functions of Central Land Development Banks are 
as follows:'^ 
(a) To float debentures on the security of mortgage bonds transferred by 
primary land development banks to it, and on such terms and conditions 
laid down in the Act and rules. 
13. The Jammu and Kashmir Co-operative Central Land Development Bank Ltd., 
Srinagar, A Review, June, 1969, p. 16. 
14. Rahman, M., op. cit., p. 123. 
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(b) To grant loans to primary land development banks or to the individual 
through its branches. 
(c) To establish branches, offices or sub-offices or to organize new 
primary land development banks to facilitate its branches. 
(d) To supervise and inspect the primary land development banks and 
verify utilization of loans. 
(e) To encourage thirft, and co-operation amongst the ultimate members. 
FACTORS INFLUENCING LONG-TERM CREDIT 
The level of credit obtaining in districts at a point of time would 
depend on the forces of supply and demand operating at that time. The Bank 
provides all the long-term credits demanded in the districts. Hence, the 
inter-district differences in the level of credit would be explained by the 
economic factors prevailing in the various districts of the State, which have 
a direct influence on the demand of long-term credit. 
The demand for credit is a derived credit; hence, we have to identify 
the factors which could be expected to influence the demand of the assets 
created from the bank's finance. Ever since the land development banks 
took up financing production oriented programmes in right earnest, their 
concentration confined mainly for developing minor irrigation through 
wells and pumping equipments. As a result, bulk of credit assistance had 
been for minor irrigation all these years which of course is justified because 
irrigation is basic requirement for raising crops and its intensity is well 
justified in our present conditions. On the basis of the working of J&K 
SLDB, we have assumed that the following factors influence the demand for 
long-term and the reasons therefore have also been discussed alongwith: 
60 
1. Size of land holding- The Bank advances loans only against the 
mortgage of land by a borrower in favour of Bank, credit is bound to 
be higher in the district having larger average size of land holding. I 
have used the district - wise data for average size of operation holdings 
to quantify this factor. 
2. Consumption of Chemical Fertilizer- Chemical fertilizers are the 
most important part of the improved yield technologies used in modern 
farming. Increased use of fertilizer alongwith assumed irrigation 
facilities is one of the corner stones of new agricultural strategy to 
reduce the gap between potential and actual farm yields. The demand 
for chemical fertilizers inter alia, depends to a great extent on the 
purchasing power of the farmers which further depends on the 
availability of farm finance comprising a farmer's own fund, as well as, 
borrowed from various credit institutions. This demand of credit will 
be higher in the districts where the consumption of chemical fertilizer 
is higher. Hence, we have quantified this factor by taking the data of 
consumption of chemical fertilizers, per hectare of net area sown. 
3. Cropping Pattern- The principal occupation of villagers is growing 
of vegetables and cash crops. The cash crops require more irrigation 
and other inputs to comparison to the non-cash crops. As a result, the 
big farmers generally, tend to use a relatively greater percentage of 
their lands to cash crops while the medium and small farmers remain 
mainly cereal-crop cultivators. Thus, the demand of credit will be 
higher in the districts where the cash crops are predominant. 
4. Proportion of IOM' casts- The low cast are economically backward and 
they adopt traditional agriculture on tiny and scattered plots. As a 
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result.they do not need more farm inputs for their cultivition and the 
demand for credit declines. Hence, the credit will be higher in districts 
having lower proportion of farmers belonging to low casts and vice-
versa. 
Briefly speaking, the functions of a central land development banks 
are to provide long-term finances to its affiliated societies, to arrange for the 
inspection, supervision and guidance of its members, to develop long-term 
banking in the State of Jammu and Kashmir, to act as a link between the 
long-term banking and the Reserve Bank of India (RBI) and the Government 
to mobilize rural savings and to stimulate capital fonnation in the agricultural 
sector by the issue of debentures, to protect the farmers from the atrocities 
of the money-lenders and from the alienation of land held them in effecting 
permanent improvements on their lands. The Central Land Development 
Bank is thus, the axis around which the entire long-term banking structure 
in the State of Jammu and Kashmir revolves. 
CHAPTER - 3 
Organisational Structure and 
Management of jSCK Co-operative 
Land Development Bank 
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C H A P T E R - 3 
ORGANISATIONAL STRUCTURE AND MANAGEMENT OF 
JAMMU AND KASHMIR CO-OPERATIVE LAND 
DEVELOPMENT BANK 
Flow of credit essentially hinges upon the sound banking structure. 
In other words, the provision of credit for agriculture, and recovery of it 
needs the establishment of suitable banking structure with sound credit 
policy. An efficient management is more so needed for credit management. 
The present Chapter is devoted to analysing the organisation and management 
of the said Bank. 
The co-operative credit structure for the short-term and medium-
term credit has a three-tier system with a federal character of over the 
country, i.e., at the base, there are primary co-operative societies which 
directly deal with the members; in the middle, there are central banks at the 
district level with which primaries are affiliated and the top are the State Co-
operative Banks who look after the affairs of the central co-operative 
banking institutions and function not only as the lender of the last resort but 
as the guardian for these institutions as well. Unlike the short-term credit 
structure, long-term credit structure is both of federal type and or unitary 
type. Federal type is one which operates through primary land development 
banks, the primary land developments banks operates at district, tehsil, 
taluka or block levels. Where they directly deal with the farmers. These 
primaries have federated into the State Land Development Banks at the 
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State level. The State Land development Banks take care of them both in 
terms of finance and organisation. 
Unitary type structure is one where in the State Land Development 
Bank deals with the farmers directly through its branches at district, taluka, 
tehsil or block level. The main difference between a primary land 
development bank and a central land development bank is that the former 
is an independent corporate body while the latter is only an administrative 
unit operating under the control of the head office of a state wide institution. 
This means that the primary bank is the institution which directly collects 
the mortgages, lends and recovers loans in its limited area, while in the 
unitary system it is the State Land Development Bank which has to deal with 
a large number of ultimate borrowers. Both are ultimately governed by an 
apex organisation. 
Germany, which is considered as the birth place of land mortgage 
banking, has adopted the federal structure. The same structure has been 
followed by Denmark, Sweden, Norway and Switzerland. The unitary type 
has been adopted by France and Japan where the banks operate through their 
branches and agencies. 
In India, the structure of Land Development Bank is one of the 
following four categorjes:-
1. The usual type with the central land development bank at the top and 
the primary land development bank at the base. 
2. The central land development bank advancing loans directly to the 
farmers operating through branches. 
3. The central land development bank operating through branches as well 
as primary land development banks. 
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4. The central land development bank operating through separate 
departments of central co-operative bank of the state. 
There is, thus, no uniformity in India about the structure of land 
development bank. 
When the country became independent in 1947, there were five 
central land development banks with 284 primaries/branches. On the 
recommendation of the All India Rural Credit Survey Committee, by 1960, 
almost all the States had a State Land Development Bank. At present there 
are 19 State Land Development Banks which operate through 2930 primaries/ 
branches mostly located at the taluka/tehsil level. The federal system 
prevails in 10 states viz., Andhra Pradesh, Orissa, Punjab, Rajasthan, Tamil 
Nadu, Assam, Haryana, Kamataka, Kerala and Madhya Pradesh. In five 
states viz., Bihar, Gujrat, Jammu & Kashmir, Maharashtra' and Uttar 
Pradesh and two union territories of Pondicheri and Tripura, the structure 
is of the unitary type. In two states, viz., Himachal Pradesh and West 
Bengal, there is mixed structure having both primary land development 
banks as well as branches of State Land Development Bank. In Pondicheri 
and Tripura the Bank has no branches and provide loans directly to the 
farmers. In the State of Nagaland and the Union Territories of Goa and 
Delhi, there is no separate land development bank. The State Co-operative 
Bank also functions as long-term credit agency through a separate land 
development banking section/department. The present set up of land 
development banking is shown in Table 3.1. 
STRUCTURE SUITABLE FOR INDIA 
There had been significant changes in the working of LDBS after All 
* In Maharashtra, SLDB has switched over from the federal to the Unitary structure with effect 
from May, 1973. 
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STRUCTURAL SET-UP OF THE LAND DEVELOPMENT 
BANKS IN INDIA AS ON 31-03-1996 
S. Name of the 
No. State/Union 
Territories 
1 2 
1 Andhra Pradesh 
2. Assam 
3 Bihar 
4. Gujrat 
5 Har>'ana 
6 Himacha] Pradesh 
7. Jammu & Kashmir 
8. Kamataka 
9. Kerela 
10. Madhya Pradesh 
11. Maharashtra 
12. Manipur 
13. Orissa 
14. Pondicherr>' 
15. Punjab 
16 Rajasthan 
17 Tamil Nadu 
18 Tnpura 
19 Uttar Pradesh 
20. West Bangal 
SCBs 
21 Delhi 
22 Goa 
23 Nagaland 
Total 
Year 
of 
Estab. 
3 
1962 
1955 
1957 
1961 
1966 
1961 
1962 
1929 
1956 
1^61 
1935 
NA 
1938 
1960 
1958 
1957 
1929 
1960 
1960 
1958 
1953 
1963 
1971 
• 
u 
s 
w 
3 
4 
F 
F 
U 
U 
F 
M 
U 
F 
F 
F 
U 
U 
F 
U 
F 
F 
F 
U 
U 
M 
CB 
CB 
CB 
Ooerational Units 
4^  
U 
£ 
o 
X 
5 
. 
-
-
-
-
-
-
-
-
-
-
1 
-
1 
-
-
-
-
-
-
1 
1 
1 
5 
JS 
e 
es 
u 
CO 
a 
u 
6 
_ 
12 
187 
181 
-
17 
35 
-
-
-
-
-
-
2 
-
-
-
3 
287 
2 
-
-
-
726 
C 
ft. 
7 
22 
21 
-
-
78 
1 
-
177 
44 
45 
-
-
57 
-
68 
33 
181 
-
-
24 
-
-
-
751 
•^ 5 
u S 
CQ ^ 
ft* U 
8 
512 
-
-
-
-
5 
-
-
44 
450 
303 
-
-
-
-
110 
-
-
-
24 
. 
. 
-
1448 
o 
H 
9 
534 
33 
187 
181 
78 
23 
35 
177 
88 
195 
303 
1 
57 
3 
68 
143 
181 
3 
287 
50 
1 
1 
1 
2930 
Suoervisorv Units 
V3 
u 
£ 
o 
« 
c 
o 
tf 
10 
22 
3 
10 
-
4 
-
2 
-
13 
-
-
-
6 
-
3 
7 
-
-
13 
2 
. 
. 
-
85 
£ 
o 
"« 
B 
O 
w 
> 
a 
11 
3 
-
-
-
-
-
-
-
-
9 
6 
-
-
-
-
-
-
• 
-
-
. 
. 
-
18 
V 
w 
£ 
o 
'u 
Q 
12 
. 
-
42 
17 
16 
-
7 
19 
-
-
29 
-
-
-
14 
-
20 
. 
54 
-
-
. 
-
218 
e 
H 
13 
25 
3 
52 
17 
20 
-
9 
19 
13 
9 
35 
-
6 
-
17 
7 
20 
. 
67 
2 
. 
_ 
-
321 
Note: F= Federal, U= Unitary, M=Mixed, CB= Co-operative Bank, NA=Not Available 
Source: 1 Statistical Bulletin - 1995-96, NABARD, Mumbai. 
2 National Co-operative Land Development Bank Federation Ltd, Mumbai 
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India Rural Credit Survey Committee (1954), i.e. shifting the objective 
from the lending fftr redemption of old debts to the agricultural development. 
The banks are now required not only to provide loans for promotional role 
in theformation of suitable schemes of the agriculturaldevelopment. The 
methods of working specially with regard to appraisal of loan proposals, 
have become more systematic than ever before. Further, the considerable 
increase in the financial assistance provided by these banks in the recent 
years, calls for greater vigilance and more effective supervision over the use 
of credit by the ultimate beneficiaries. Obviously, all these factors 
emphasise the need for availing a suitable structure in order to enable land 
development banks to mobilise resources to meet the growing demand for 
investment credit, conduct proper appraisal of loan proposals and effective 
supervision for the proper utilisation of loans. 
This matter has been considered by various committees" and the 
federal structure of land development banking was favoured for good 
reasons of ideology, i.e., the primary land development bank at the base is 
an institution organised and controlled by the borrowers them-selves who 
have, thus, an opportunity and freedom to manage their own affairs. Their 
local knowledge and stake in the institution can ensure that they make an 
useful contribution in examining loan applications and supervising their 
utilisation and also be more effective in the matter of recovery. 
However, these advantages are more academic than practical. Even 
in a federal structure, the SLDBs have always remained the central authority. 
It is they who raise funds by issue of debentures (the primaries are not 
** All India Rural credit Survey Committee, 1954; The Committee on Takavi Loans and Co-
operative Credit, 1962; and The All India Riural Credit Review Committee, 1969. 
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authorised to issue debentures). It is they who sanction the loaning 
programmes of the primaries and most of the procedure regarding the grant 
of loans as well as the recovery of loans, is laid down at the central level. 
Thus, the primary land development banks acts more conduct pipes to pass 
applications to central institution and pass loans down to the individual 
members. The hope that the primaries would develop local leadership has 
also remained a pious hope. In practice the primary land development 
banks management is subject to the local influence. If they refuse 
accommodation to influential persons because of their not being enough 
credit worthy, such persons may become annoyed and harm the bank. 
Further, the adoption of humanitarian approach in granting co-operative 
credit has always given a wrong impression that it is facile and easy. There 
is, thus every possibility of long-term co-operative finance being misused. 
The situation becomes worse, if the fellow members belonging to the same 
society do not report mis-utilisation of fund, because of fear of becoming 
unpopular in the village or locality. 
In the unitary structure, the central organisation comes into being 
first and it then opens branches in a systematic and planned way in different 
areas of the State. Thus, in unitary system, there is a centralised control 
over branches which- ensures discipline and uniformity of policies. 
Experience has shown that this system is more conducive to management. 
The unitary structure, to begin with was recommended for the smaller 
States. In such States, the area being small, a federal structure was 
considered to be unnecessary. For instance, Maharashtra, Jammu & Kashmir, 
Pondicherry and Tripura initially started with a unitary structure. Some big 
States like Punjab, U.P., and Bihar unitary structure was favoured to begin 
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with when the RBI advised these States to convert themselves into federal 
structure, none was willing to do so. The change over in Punjab in still on 
paper as the Bye-Laws of the Bank retain all provisions which are essential 
element of unitary structure. In Gujrat, a committee set up under the 
chairmanship of Shri Udayban Singh in June, 1962 by the Central Land 
Development Bank went into the question whether there was any need of 
converting its unitary structure into federal one. The committee came to the 
conclusion that in order to enlist among the members a large measure of 
effective responsibility, the structure be converted into a federal one. The 
Gujrat Government, however, did not agree with the view of this committee. 
Rather, the Maharashtra Government Changed the unitary structure with 
effect from May 1,1973. It made a rapid progress in the loan operation and 
occupied the second position in respect of the loans disbursement in 1982-
83 against fifth position occupied prior of this change, i.e., in the year of 
1971-72. 
The Committee on Co-operative Land Development Bank (1975) has 
examined the relative advantages and disadvantages of the unitary and the 
federal structure of co-operative land development bank and observed that 
"the main advantages of the federal structure as pointed out by the various 
committeesare responsiveness to local needs, capacity for gathering 
resources and facility of recovery of loans due to intimate contracts with the 
local non-official". The main advantages claimed for the unitary structure 
are facility of operation and unified control. We feel that the both the 
systems have their own advantages and disadvantages as has been revealed 
by the studies in Andhra Pradesh and Gujrat which are having federal and 
unitary structure respectively from the very beginning. In both these States, 
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the long-term co-operative credit structure has made commendable progress 
by providing financial assistance to cultivators for investment in agriculture. 
At the same time, certain deficiencies have come to the surface in the 
structure in both the States such as inadequate control over the staff of 
primary banks and lack of initiative taken by the branch staff. The study in 
Gujrat has revealed that the advantages which have been pointed out by the 
earlier committee as inherent in the federal structure, such as local knowledge 
can be secured in the unitary structure as well by suitable organisational 
arrangements. For instance one of the major reasons for the progress made 
by the Gujrat State Co-operative Land Development Bank is the constitution 
of branch committee for exercising control and also for dealing with aspects 
such as recovery of loans and implementation of special schemes at the field 
level. Similarly the problem off control over the field staff which arise in 
the federal structure can be solved by introducing suitable cadres under the 
control of the central land development bank resulting in unified control 
which is one of the major advantages claimed for unitary structure. After 
taking into account all these aspects we are of the view that no change in 
theexisting structure for land development banking is called for.' 
The committee to review the Arrangements for Institutional Credit 
for Agriculture and Rural Development (1980) also reviewed the structure 
of Land Development Banks and endoresed the view that the existing 
structure of Land Development Banks need not be disturbed merely for 
bringing about uniformity. 
From the foregoing discussions, we consider that on balance an 
unitary structure of land development banks having branch management 
1 Reserve Bank of India - A Report of the Committee on Co-operative Land Development Bank. 
Bombay, 1975, p. 43. 
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committee as recommended by the committee on co-operative land 
development banks offers a better alternative than a federal structure. This 
preference particularly strengthened by the consideration that the lending 
operations of these banks in future will not be quantitatively of larger 
dimension but also will be as we shall show, qualitatively more complex, if 
the technical and feasibility and economic viability of the project financed 
and the proper use of loans are to be ensured. It is imperative that the co-
operative units should manage by qualified trained and efficient staff. 
Moreover, the primaries under federal structure are unable to equip with 
such staff as their resources are limited and would not sustain the losses for 
a long-period as an independent unit. Mr. Ram Krishnayya, Former Deputy 
Governor of the Reserve Bank of India was of the opinion that the bank 
should resort to a scheme of corporate planning to support adequately to 
PLDBs and make them viable in a period of next three years. If viability of 
PLDBs could not be ensured, he suggested that ultimately the bank should 
think of opening their branches or make alternative arrangement to meet 
credit needs of farmers in the area.^. 
Thus, the unitary structure should be a suitable agency to the 
Government for transformation of the benefits of the welfare schemes to the 
actual beneficiaries, i.e., people of weaker sections of the society who are 
mostly illiterate and unorganized. 
ORGANISATIONAL STRUCTURE IN JAMMU AND KASHMIR 
In Jammu & Kashmir, the J&K Co-operative Central Land 
Development Bank like many other States has a unitary structure since its 
2. Inaugural speech on the occasion of XXVI Board Meeting and Annul General Meeting of 
National Co-operati\'e Land Development Banks Federation, on April 22, 1982. 
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inception and also has branch management committee for each branch to 
enlist the support of local non-official members. The Bank is at apex level 
in the State and it has two Regional Offices, one in Jammu and another in 
Kashmir valley which is shown in chart 3.2. The Kashmir Regional Office 
is having four District Offices as: 
(i) DISTRICT OFFICE SRINAGAR - Covering the whole area 
of Srinagar, Leh and Kargil. 
(ii) DISTRICT OFFICE BARAMULLA - Covering the area of 
District Baramulla and Kupwara. 
(ill) DISTRICT OFFICE ANANTNAG - Covering the area of 
DistrictAnantnag only, 
(iv) DISTRICT OFFICE PULWAMA - Covering the area of 
District Pulwama only. 
The Jammu Regional Office provides services in the form of long-
term credit requirements of its agriculturists, by having three district office 
as: 
(i) DISTRICT OFFICE JAMMU - Covering the area of District 
Jammu, Poonch & Rajouri area. 
(ii) DISTRICT OFFICE UDHAMPUR - Covering the area of 
District Udhampur ;and Dooda. 
(iii) DISTRICT OFFICE KATHUA - Covering the area of District 
Kathua. 
Besides District Offices are having branch offices which are located 
at Tehsil/Block-levels. 
MANAGEMENT OF THE BANK 
The Jammu and Kashmir Central Co-operative Land Development 
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Bank functions on the basis of the policies and procedures in consultation 
and with the mutual consent of the Jammu & Kashmir Government, the 
Jammu & Kashmir Co-operative Department and the Board of Directors of 
the Bank. Powers to administer and manage the business affairs of the Bank 
vest in the following: 
A. General Body; 
B. Board of Directors; 
C. Executive Committee; 
D. Chairman/Vice Chairman; 
E. Secretary/Managing Director; and 
F. .Branch Managing Committee. 
The chart 3.3 depict the respective positions of the aforesaid 
organisational bodies of the Bank. 
A. GENERAL BODY 
The ultimate authority, in all matters relating to the functioning and 
administration of the Bank, is vested with the General Body, the General 
Body of the Bank consists of the following': 
(i) Nominees of the State Government. 
(ii) Registrar or his Nominee. 
(iii) Representatives from various concerned departments. 
Duties and Responsibilities of the General Body 
The General Body has the following duties and responsibility": 
(i) Election of the members of the board in accordance with he 
rules of election to be framed by the Registrar. 
3. Bye Law's No. 1 of the J&K Central Co-operative Land Development Bank. 
4. B>e Law's No. 5 of the J&K Central Co-operative Land Development Bank. 
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(ii) Consideration of the Annual Report, the audited statement of 
receipts and disbursement, balance sheet and profit and loss 
accounts. 
(iii) Disposal of profit. 
(iv) Fixation of the maximum borrowing limit of the State Bank 
constituent with these bye-laws subject to the approval of the 
Registrar. 
(v) Amendment of Bye-Laws. 
(vi) Removal of the elected members of the board. 
(vii) Transaction of any business with the permission of the Chairman 
of the general meeting. 
A General Body of the bank is required to meet from time to time but 
at least once a year to transact its business. A meeting of the General Body 
is convened by the Board of Directors. A general meeting can also be 
convened if a requisition for such a meeting signed by not less than l/4th of 
the total members is received by the board. If on receipt of the requisition, 
the board fails to convene the general meeting within 3 months, the 
signatories to the requisition may refer the matter to the Registrar, who shall 
have the powers to summon the general meeting of the bank. 
During discussion with the officials of the bank as well as members 
of the General Body, it has been revealed that the functioning of the General 
Bod\' is almost a ritual rather than being an effective check over the 
functioning of either the Board of Directors or the Managing Director. The 
meeting of the General Body were regularly held every year but because of 
the disturbing situation for the last few years, no such meeting were 
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convened after 1990. The officials of the bank do not have any plan also to 
do this in the future. 
Not withstanding any thing contained in section 31, it shall be the 
duty of Secretary/Managing Director, and in the absence of Secretary, of the 
Chairman of the committee of the management to call the Annual General 
Meeting in accordance with the above provisions, falling which the Registrar, 
or any person duly authorised by him in this behalf, may convene the 
Annual General Meeting. 
Form above, it is clear that the involvement of the members in the 
above activities, can ensure the effective function of co-operative democracy. 
In fact, intensive participation of members can mobilise popular opinions 
which can be accepted as a policy of the bank for the welfare of the 
members. This can take the Bank in right direction and policies with vested 
interest can be busted. In other words, through effective participation of 
members in management, members can express their needs and strategy can 
be formed to achieve the goal. 
The J&K Co-operative Societies Act and Bye-Laws of the Bank have 
given a chance to the members who are the ultimate owner of the Bank, to 
meet yearly in Annual General Meeting. The Annual General Meeting is the 
high-water mark of the co-operative year. This meeting provides a forum 
for a free discussion and criticism. Its purpose is to review the programme 
and business of the co-operative for the past year, and to plan for future 
activities. It gives members a chance to ask questions and offersuggestions. 
It is the time, when the committee gives an account of its stewardship to the 
members, and when the members gain information about the working of the 
bank and express their views thereon. The members of a co-operative are 
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not only its joint owners but are also users of its services. Hence, they come 
to the general meeting with a complex and varied purpose. The annual 
general meeting is, thus, a source of guidance and information for the 
committee to know the member's wishes. 
It is, therefore, suggested that the Managing Director/Administrator 
of the Bank should hold the Annual General Meeting as per provisions laid 
down in the Act and Bye-Laws of the Bank and also receives the referendum 
from the members of the Bank for the activities to be undertaken in the 
ensuring year. 
B BOARD OF DIRECTORS 
The management of the Bank is vested in the Board of Directors, 
which shall exercise such powers and perform such duties as conferred or 
imposed by the Co-operative Societies Act, the Rules and Bye-Laws of the 
Bank. The Board ofDirectors is constituted in the following manner^ 
(i) A nominee of the State Co-operative Bank. 
(ii) Some officials nominated by the State Govt. 
(iii) Registrar or his nominee. 
(iv) Directors of Agriculture, Horticulture and Sericulture 
departments. 
The tenure of the elected directors shall be three years and that of a 
nominated at a pleasure of the State Government. 
Powers and Duties of Board of Directors 
The main duty of the Board ofDirectors is to manage the business of 
the Bank in accordance with the provisions of Co-operative Societies Act. 
5. Bye Law's N .^- 18;^F^^ J&K Central Co-operative Land Development Bank 
u-n- 535"! \ \ 
,A'"-^'° 'll 
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its rules and bye-laws. The Board of Directors performs the following 
powers and duties: 
(a) To elect the President and Vice-President of the Board. 
(b) To appoint the Executive Committee. 
(c) To give directions to the Secretary for convening a meeting of 
the General Body and submit to the General Meeting, the 
annual report and the balance sheet. 
(d) To open branches at suitable places, and to fix up its jurisdiction 
and to appoint local committees, if necessary from amongst the 
shareholders for supervising business and working of such 
branches. 
(e) To frame and subsequently amend rules, regulating the business 
and working of the bank consistent with the provisions of these 
bye-laws and with the prior approval of the Registrar. 
(f) To delegate any of its powers and duties to the executive 
committee. 
(g) To purchase shares of co-operative financial institution or 
such other institutions as are related to Agriculture Finance. 
(h) To take steps for the recovery of loans. 
(i) To fix the rates of travelling and daily allowances payable to 
various officials. 
Convening Meeting and Quorum of the Board of Directors 
The Managing Director of the Bank convenes the meetings of the 
Board of Directors on the advice of Chairman. A prior notice of at least 
seven days is essential for holding the meeting. However, in case of urgency 
such meetings can be convened even on a shorter notice. 
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The quorum of meeting of the Board of Directors is formed with the 
presence of at least five members of the Board. All matters before a meeting 
are decided in the form of resolution passed by a majority of votes of the 
members present. 
If any member of the Board is not satisfied with the decision by the 
majority of votes, he has the right to record his note of dissent in the 
proceeding of the meeting and the person in the chair is bound to include the 
same in the proceedings book. 
C EXECUTIVE COMMITTEE 
The Executive Committee*** of the Bank is of five members comprising 
the foil owing :-
(i) Chairman; 
(ii) Vice-chairman; 
(iii) Two elected Directors; and 
(iv) One Director among the Directors nominated by the State 
Government. 
The term of executive committee shall be co-terminous with the term 
of Board of Directors. 
The Executive Committee deals apart from the admission of ordinary 
member with the matter which are within the competence of the Board of 
Directors, subject to such general or special direction as the Board may 
from time to time, given. Thus, the role of Executive Committee in 
management of the Bank is quite important as in fact, the various policy 
decisions are taken on the recommendation of this Body. 
*** The Sub-Conunittee should also be referred as Executive Committee wiiich is constituted b\' 
the Board of Directors and is also delegated all or some rights and duties to it. 
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D. CHAIRMAN/VICE-CHAIRMAN 
Every co-operative society shall have a Chairman and Vice-Chairman 
elected, nominated or appointed in accordance with the provisions of the 
Act. the Rules and Bye-Laws. The Chairman shall be responsible for the 
control, supervision and guidance of the affairs and business of the society 
and shall exercise such powers and perform such duties as may be conferred 
or imposed on him by Act, the Rules, the Bye-Laws and the resolution of the 
committee of the management. When present, he shall except as otherwise 
provided in the rules, preside at the meeting of the General Body and the 
Committee of the Management. 
The Vice-Chairman shall, except otherwise provided in the rules, 
preside, in the absence of the Chairman, at the meetings of the General Body 
or the Committee of the Management, and shall exercise such powers and 
perform such duties as may be delegated to him in writing by the Chairman 
subject to the Bye-Laws. In the event of the occurrence of any vacancy in 
the office of the Chairman by reason of his death, resignation or removal or 
otherwise the Vice-Chairman shall perform the duties of the Chairman until 
the date on which a new Chairman is duly elected, nominated or appointed. 
The tenure of the Chairman and the Vice-Chairman is coextensive 
with that of Board of Directors, provided that the Chairman shall continue 
to hold office till his successor is elected. 
E. MANAGING DIRECTOR 
According to Jammu & Kashmir Co-operative Societies Act No. 
XXVIII of 1960, the State Government can appoint Managing Director in 
all co-operative institution where it has subscribed to the share capital to the 
extent of Rs. 10 lakh or more. The Government, usually, appoint a senior 
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officer to the co-operative department as Managing Director of State Co-
operative L.D.B, prior to Managing Director there used to be a Secretary in 
this bank who used to be Chief Executive of this bank. Now, Managing 
Director, exercises all powers and discharges all duties of the secretary. The 
Managing Director, as per the bye-laws^ has the following powers and 
duties:-
(i) To generally administer the affairs of the bank subject to the 
directions of the board and Executive Committee, 
(ii) To supervise and control the work of the employees of the 
bank, 
(iii) To maintain proper accounts, 
(iv) To receive deposits and other money, issue receipts and also to 
pay amounts due from the bank, 
(v) To sign on behalf of the bank and conduct its correspondence, 
(vi) To certify copies of entries in the books of the bank, 
(vii) To sue and be sued in the name of and on behalf of the bank 
when authorised to do so by the Executive Committee, 
(viii) To arrange for the inspection of the mortgage property, 
(ix) To have custody of the properties of the bank, 
(x) To perform all other duties and exercise all such powers as are 
assigned to him, by the board of Executive Committee, 
(xi) To sign, endorse and negotiate cheques and other negotiable 
instruments, 
(xii) To pay money due from the bank. 
6. Bye Law's No. 21 of the J&K Central Co-operative Land Development Bank. 
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(xiii) To delegate any of its powers and duties to any other member 
of the staff. 
The Managing Director besides above also discharges all such 
functions and exercises all such powers as are assigned to his by the State 
Government or by the Registrar of Co-operative Societies. In the performance 
of his duties, the Managing Director is assisted by several functionaries in 
the Head office as well as in the field which has shown in Chart 3.3. 
F. BRANCH MANAGING COMMITTEE 
The Bank operates through its branches which are mainly situated at 
Tehsil Head Quarters. The main functions of the branches are collection of 
loan applications, making scrutiny thereof and Sanction, disbursement and 
recovery of loans. For this purpose, a branch managing committee is 
constituted for each branch by the Board of Directors. The Board frames 
rules for the election of members of the Branch Committee. 
The Committee on Co-operative Land Development Banks, 1975 has 
specifically recommended to the LDBs whose structure is based on unitary 
pattern that the constitution of branch committee should have representatives 
from various tehsil^lock and of different categories of cultivators, especially 
small and marginal farmers, including those belonging to scheduled castes 
and tribes, in order to enlist the support of local non-officials in scheme 
formulation and implementation, mobilizing resources and recover)' of 
loans.'' 
The members of Branch Managing Committee are nominated from 
among the present members of the Branch concerned by the Board of 
Directors or Executive Committee if authorised by the Board of Directors. 
7. Reserve Bank of India - Report of the Committee on Co-operative Land Development Banks. 
Bombay 1975, p. 302. 
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The term of Branch Managing Committee is for 3 years or till the next 
nomination are made. The Board of Directors of the Bank delegated the 
following of its powers to the Branch Managing Committee :-
(i) To accord the membership to the ordinary members, 
(ii) To accord the membership to the nominal members, 
(iii) To sanction loan under the normal lending programme as well 
as under the special lending programme, 
(iv) To change the purpose of sanctioned loan, in case the member 
has requested for the change, 
(v) To consider and take decisions on those loan applications 
pending removal of objections or where the objections have 
not been removed even after the sanction of loan, and 
(vi) To make suggestions for making the loan procedure attractive 
and simple. 
It is also mentioned here that the powers of formulation and 
implementation of the scheme, mobilisation of resources and recovery of 
the loan have not been delegated to the Branch Management Committee as 
emphasised by the Committee of Land development banks. AT present, it 
will not be hyperbole, if one says that the Branch Managing Committees are 
virtually defunct bodies. The Branch Managing Committee is to put its 
formal seal on the loan already sanctioned by the Branch Manager. 
Thus, in order to make Branch Managing Committee effective and 
enlist the support of the local non-officials, it is suggested that the powers 
regarding formulation and implementation of schemes, mobilisation of 
resources and recover>' of loans should be entrusted to the Branch Managing 
Committee. 
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ORGANISATIONAL AND ADMINISTRATIVE SET UP OF THE 
BANK 
Jammu and Kashmir Central Co-operative Land Development Bank 
has unitary pattern and started functioning from 1962. At present, the Bank 
is operating through 35 branches at tehsil/block levels. In order to have the 
effective supervision and formulation of projects, the Bank has opened 7 
District Offices and 2 Regional Offices. The organisational set up of the 
bank is presented in the Chart 3.3 while location of the District Offices, 
Regional Offices and number of branches in the district has shown in Chart 
3.2. 
(a) HEAD OFFICE 
The Head Office of the J&K SLDB is located at Srinagar. There is a 
Managing Director (M.D.) assisted by one Assistant Director (A.D.),one 
General Manager (G.M.), one Executive Officer (E.O.), and one Law 
Officer to control and supervise the administration, financial and legal 
transactions of the Bank. Besides, there are three Officers - one each in the 
area of Horticulture, Agriculture and Sericulture, in the technical cell to 
formulate, moniter and evaluate the schemes financed under the normal and 
special schemes. 
To implement the Bank's programmes, the Managing Director has 
delegated certain powers to various heads of the department at Head Office. 
To assist the above to control and supervise the operation of the Bank, there 
are various sectionsat the Head Office comprising Accountants, Assistants/ 
Junior clerk and Typists which are under the charge of Section Officers/ 
Incharge. 
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(b) SUPERVISORY UNITS 
There has been a significant change in the working of the Land 
Development Bank and the scope of its activities since sixties. A shift to 
production oriented lending has brought radical change in its methods of 
working specially in regard to scrutiny and appraisal of loan applications. 
Considerable increase in the lendings for non-land-based activities which 
are allied to agriculture under various developmental programmes such as 
IRDP etc., call for greater vigilance and more effective supervision over the 
end use of credit by the beneficiaries. It is required to prepare suitable 
schemes for agricultural development and also provide supporting services 
for its implementation. Besides, it has to enlist co-operation from local 
leadership for recovery of loans and successful implementation of the 
scheme. Further, the Bank has to secure co-ordination from various 
agencies, institutions and departments of State Government at various levels. 
The Committee on Land Development Bank, set-up by RBI under the 
Chairmanship of Sri K. Madhavdae (1975) has suggested for strengthening 
the existing structures which are applicable to both the federal and unitary 
structures they are: (a) setting up of Regional/Divisional Offices of the 
Central Land Development Bank with technical and other staff to provide 
the necessary support to its branches/primary banks in the matter of scheme 
formulation and implementation, and ensuring effective control on the staff 
at the field level; (b) introduction of suitable training programmes for the 
staff in primary banks/branches; and (c) satisfactory arrangements for 
securing co-ordination between primary banks/branches on the one hand 
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and other institutions and departments of the State Government on the 
other.* 
(C) REGIONAL OFFICES 
Regional Offices were established for effective control and supervision 
of the functions of the Districts/Branch Offices of the Bank. At present there 
are 2 Regional Offices one in Srinagar and other in Jammu. Every Regional 
office consists of the following staff 
1. One - Regional Manager. 
2. One - Accountant. 
3. One - Assistant Accountant. 
4. One - Peon. 
5. One - Watchman/Sweeper. 
Functions of the Regional Office 
The functions of the Regional Office are to control/supervise the 
District Offices/Branches of the Bank and provide guidelines for preparation 
of schemes by the District Offices. The important duties entrusted to the 
Regional office are as under: 
(i) To inspect the branches; 
(ii) To ensure recovery of the Bank dues; 
(iii) To comply the inspection report of the NABARD; 
(iv) To ensure.the removal of lapses/short comings pointed out in 
the inspection reports by the District Offices/Branches and to 
inform Head Office about the progress of the work in this 
respect; 
8. RBI: Report of the Committee on Co-operative Land Development Bank. Bomba\ (1975). 
p. 302. 
9. By the courtasy of the Officials of the J&K Central Co-operative Land Development Bank 
Ltd., Srinagar. 
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(v) To call for meeting of District Managers/Branch Managers and 
explain them about the new programmes to be undertaken by 
the Bank and to ensure their follow up; 
(vi) To enquire against the complaints and submit the reports to the 
Head Office; 
(vii) To represent the Bank at Regional Divisional level meetings, 
(viii) To control the expenditure of the branches; 
(ix) To try to disburse loans upto the target fixed every year; and 
(x) To publish necessary notices and proforma, etc. for branches, 
on the advice of the Head Office. 
Powers of the Regional Manager 
Some powers have been delegated to the Regional Manager which are 
summarised below: 
(i) To sanction the casual leave of the District Managers and other 
staff of the Regional Office; 
(ii).. To sanction the earned leave and sick leave of the class IV 
employees of the Region; 
(iii) To accord recurring and non-recurring expenditure of Regional 
Offices and Branch Offices; and 
(iv) In addition to the above he also exercises the powers and 
performs the duties which are assigned to him from time to 
time, 
(d) DISTRICT OFFICES 
Before the establishment of district offices, all types of supervision 
and controls of the branches were carried out by the Head Office and the 
Regional Offices of the Bank. The need for an organisation at the district 
88 
level was felt because of the increasing trends of disbursement of loans and 
Its recovery. Moreover, the Reserve Bank of India laid more stress on the 
loan disbursements under schematic projects prepared on the basis of local 
needs At present, there are 7 district offices of the J & K Central Co-
operative Land Development Bank all over the state located at the district 
Head Quarters 
The District Offices were established with a view to be nearer to the 
operational units for immediate guidance and supervision of their activities 
They are entrusted with the formulation of bankable schemes, their 
implementation and monitoring, etc., as they are familiar with the local 
conditions. They also keep liasion with the district authorities for effective 
implementation of the lending programme and recovery of the LDB. Every 
district office consists of the following staff:'" 
1. One - District Manager 
2. One - Accountant 
3 One - Junior Assistant/Typist 
4. One - Peon/Watchman 
Functions of the District Office 
The functions to be performed by the District offices are summarised 
as under 
(i) To sanction the casual leave of the District Managers and other 
staff of the Regional Office, 
(i) To anal> se the monthly progress report of the branches under 
its jurisdiction, and submit it to the Head Office, 
10 B> the courtasN of the officials of the J&K Central Co-operaive Land Development Bank Ltd. 
Snnagar 
89 
(ii) To investigate into the complaints of the branches and submit 
the reports to the District Authorities and to Head Office; 
(iii) To fix the target of recovery of branches and review the 
performance of the staff concerned; 
(iv) To formulate, implement and moniter the bankable schemes: 
and 
(v) To make arrangements for providing funds to each branch for 
the purpose of loan disbursement. 
Powers of the District Manager 
To implement and execute the various programmes of the bank, J&K 
State Land Development Bank has delegated certain powers to the district 
manager. Some of the important administrative and financial powers of the 
district manager are as under. 
(a) Administrative Powers: 
(i) To sanction T.A. bills, casual leave of branch manager and 
other staff of the district office; 
(ii) To issue warnings to the office staff as well as staff of the 
branches in case of irregularities. 
(b) Financial Powers: 
(i) To verify all purchases of tractors, financed in the district: 
(ii) To change the purpose of loans and can also increase or 
decrease the amount of loans; 
(iii) To take decision on approved by disputed loan applications; 
(iv) To terminate the membership of any of its members; 
(v) To avail of the overdraft facilities from the District Central Co-
operative Bank or any other authorised Commercial Bank. 
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Keeping in view the above, we are of the opinion that the Regional 
Offices are 'supefluous'. Thus, one supervisory unit i.e. District Office is 
advisable to the J&K Central Co-operative Land Development Bank which 
also make the long-term credit structure analogous of the short and medium-
term credit structure in the country. Since it is co-terminus with the 
administrative set-up of state Government, the District Offices could secure 
co-ordination with various government department at district level easily. 
All these factors made the J&K LDB to strengthen the District Offices and 
to delegate more authorities to them so that it can control and supervise the 
branches effectively and the development of district could be achieved as 
per district plan, 
(e) BRANCH OFFICE 
Unitary type structure is one where in the state Land Development 
Bank deals with the farmers directly through its branches. These branches 
are the administrative units at the base level. The J&K LDB started its 
operation by providing long-term credit to the farmers. At present, thete are 
35 branches of the Bank spread all over the State. They are mostly located 
on Tehsil Headquarters while some at Block Level. The main function of the 
branches are the disbursement of the loans and its recovery. The branch of 
the Bank has the following staff:" 
1. One - Branch Manager 
2. One - Junior Assistant/Typist 
3. One - Peon/Watchman 
Rights and Duties of the Branch Manager 
The rights and duties of the Branch Manager are summarised as: 
11. By the courtasy of the officials of the J&K Central Co-operaive Land Development Bank Ltd.. 
Srinagar. 
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(i) To make proper scrutiny of loan applications; 
(ii) To distribute the loans as per target fixed of the year; 
(iii) To supervise the proper utilisation of loan; 
(iv) To collect cent percent all overdues and demand of loans; 
(v) To operate the bank account jointly; 
(vi) To control and supervise the employees of the branch; 
(vii) To transmit the amount of the current account exceeding the 
prescribed limit; 
(viii) To get released the mortgages of land in case the loan has been 
fully recovered; 
(ix) Any other function which are entrusted by the bank. 
On the basis of above discussion, a strong organisation with efficient 
and effective management is of crucial importance. As opposed to the 
commercial banks, the financial operations of the Land Development Bank 
in the field of agriculture development involve much greater risks. Earlier, 
the Jammu and Kashmir Central Co-operative Land Development Bank 
utilised a major portion of its funds in providing loans for redemption of old 
debts, but due to the shift in the emphasis from redemption of old debts to 
productive and developmental loaning, the activities and financial operations 
of the Bank has shown a tremendous increase, besides expansion in its 
operational area. To control and supervise its activities, efforts should be 
made to engage well-trained staff at different levels and adopt modern 
management techniques for analysing the relevance of policies and 
procedures and observe an increasing degree of cost consciousness. 
CHAPTER - 4 
Resource Management of jscK 
Co-operative Land Development Bank 
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C H A P T E R - 4 
RESOURCE MANAGEMENT OF JAMMU AND KASHMIR 
CO-OPERATIVE LAND DEVELOPMENT BANK 
The organisational structure of the Jammu and Kashmir Central Co-
operative Land Development Bank is unitary in character, with branches 
that deal directly with the borrowing members. This Bank looks after the 
affairs of its branches and functions not only as their guardian but also as 
the lender in the last resort. In this context, the present Chapter analyses the 
sources of finance of the Jammu and Kashmir Central Co-operative Land 
Development Bank, which, in turn, provides funds to its branches for 
disbursement of long-term loans to farmers. 
The Jammu and Kashmir Central Co-operative Land Development 
Bank is not a "Bank" in the strict sense though it deals with money and is 
engaged in borrowing and lending operations. It is not involved in other 
normal banking activities. Credit operations from only a part, though an 
important one, of normal banking operations. Nevertheless the Jammu and 
Kashmir Central Co-operatives Land Development Bank is an important 
financial institution in the State's rural credit sector for providing long-term 
investment credit at reasonable rate of interest to a very large number of 
farmers for various developmental activities and projects. 
Unlike other banking institution, the Jammu and Kashmir Central 
Co-operative Land Development Bank does not raise funds through normal 
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banking operations of raising deposits like saving accounts, current accounts, 
time deposits, etc. When the Bank, started raising deposits from public for 
a period not exceeding two years when the scheme of Rural Debentures was 
replaced by the said deposits. The Bank is dependent mainly on outside 
financial resources for its loaning operatins. 
The J&K SLDB derives its working capital from the following 
sources: 
I. Owned Capital (Internal Resources) 
(a) Share Capital 
(b) Reserve Fund 
II. Borrowed Capital (External Resources) 
(a) Debentures 
(i) Ordinary Debentures 
(ii) Rural Debentures 
(iii) Special Debentures 
(b) Interim Finance 
(i) Cash Credit 
(ii) Overdraft 
(c) Fixed Deposits 
(d) State Government Loans 
(e) Miscellaneous 
(i) Admission and Other Fees, 
(ii) Grants and Subsidies 
(iii) Margin of Interest 
WORKING CAPITAL 
Of the above sources, debentures, share capital and cash credit and 
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overdraft from a major part of the resources of the Bank. The Table 4.1 
shows the growth of working capital of the Bank. 
In Table 4.1,1 have tried to make quinquinnial analysis of the trend 
and growth of working capital of J&K SLDB since 1963-64 to 1996-97. In 
1963-64, the working capital was Rs. 20.00 lakhs which increased to Rs. 
68.46 lakhs in 1968-69 recording on exceptional increase of 242.30 percent. 
This is because the bank had started its working since July, 1963 and over 
the past 5 years it had to build up a strong financial base to meet out the 
growing demand of cultivators for long-term loans. This was also the period 
of 3rd Five Year Plan wherein increased emphasis was laid on the 
development of agriculture. The State of Jammu and Kashmir being basically 
an agriculture oriented State, had to look after the welfare of its peasantry 
and thereby provide a basis for the development of State as a whole. 
The increasing trend although at a slow pace later on, continued till 
the end of 1986-87, when working capital amounted to Rs. 862.00 lakhs and 
recorded an increase of 25.08 percent over 1987-88. Since 1988-89, there 
has been tremendous increase in the absolute figures of the working capital. 
ItwasRs. 1568.56 lakhs in 1988-89 and Rs. 2349.44 lakhs in 1991-92. They 
were 29.05 percent and 12.09 percent more over their respective preceeding 
year's figure's in the Table. 
In 1994-95, the working capital amounted to Rs. 2720.62 lakhs which 
increased to Rs. 2830.05 lakhs in 1995-96 and marginally to Rs. 2837.11 
lakhs in 1996-97. The percentage increase over the preceeding years was 
only 3.73, 4.02 and 0.25 respectively over their respective preceeding 
years. 
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TABLE 4.1 
GROWTH OF WORKING CAPITAL OF J&K SLDB LTD 
(1963-64 TO 1996-97) 
(Rs. in Lakhs) 
Year 
1963-64 
1968-69 
1973-74 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Amount 
20 00 
68 46 
184 82 
292 76 
359 42 
380 17 
476 82 
426 10 
650 60 
713.41 
862.00 
971.80 
1215.49 
1568.56 
1744.32 
2095 95 
2349 44 
2505 80 
2622 86 
2720 62 
2830 05 
2837.11 
Percentage increase/decrease over 
preceeding year 
-
242 30 
169 97 
58 40 
22 77 
5 77 
25 42 
-10 64 
52 69 
9 65 
20 83 
12 74 
25 08 
29 05 
1121 
20 16 
12 09 
6 66 
4 67 
3 73 
4 02 
0 25 
Source: Annual Reports of J&K Central Coop Land Dev Bank Ltd , Srinagar 
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The aforesaid sources of finance are analysed subsequently in respect 
of the scope, limits and importance in overall funds available with the 
Jammu and Kashmir Central Co-operative Land Development Bank. 
I-OWNED CAPITAL 
As stated earlier, owned capital consists of share capital, statutory 
Reserve Fund and other funds. The growth of owned capital and share of 
share capital in it has been presented in Table 4.2 for the period from 1963-
64 to 1996-97. 
Table 4.2 shows that the owned funds amounted to Rs. 15.00 lakhs in 
1963-64, Rs. 27.15 lakhs in 1968-69 and Rs. 35.41 lakhs in 1973-74. They 
recorded an increase of 81.00 percent and 30.42 percent over their respective 
proceeding year's figures. Since then the increase in the owned funds has 
slowewd. It was Rs. 53.07 lakhs in 1978-79, Rs. 110.82 lakhs in 1983-84 
and Rs. 248.82 lakhs in 1988-89. It was only 49.87 percent, 19.57 percent 
and 32.14 percent more as against their respective preceeding year's figures 
in the Table. The owned funds amounted to Rs. 440.23 lakhs in 1994-95, Rs. 
448.21 lakhs in 1995-96 and Rs. 457.86 lakhs in 1996-97. They meagrely 
increased by 14.03 percent, 1.81 percent and 2.15 percent over their 
respective previous year's figures. 
As far as, the share of the share capital in the owned funds is 
concerned, the amount of share capital was Rs. 15.00 lakhs in 1963-64 and 
increased to Rs. 298.99 lakhs in 1996-97. Table further, reveals that the 
percentage share of share capital (100.00) was the highest in 1963-64 and 
showed a decreasing trend upto 1996-97 when it touched the lowest 
proportion of share capital (65.30 percent). This shows that the bank has 
retained the maximum proportion of its distributable as statutory reserve 
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TABLE 4.2 
GROWTH OF OWNED CAPITAL AND SHARE 
OF SHARE CAPITAL OF J&K SLDB 
DURING (1963-64 TO 1996-97) 
(Rs. in Lakhs) 
Owned capital Share capital in owned capi-
Year Percentage increase 
/decrease over 
Amount preceeding year Amount Percentage 
tal 
(1) 
1963-64 
1968-69 
1973-74 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
(2) 
15.00 
27.15 
35.41 
53.07 
73.46 
75.97 
83.83 
92.68 
110.82 
125.23 
146.69 
153.70 
188.30 
248.82 
285.01 
307.41 
365.58 
379.92 
386.08 
440.23 
448.21 
457.86 
(3) 
_ 
81.00 
30.42 
49.87 
38.42 
3.42 
10.35 
10.56 
19.57 
13.00 
17.14 
4.78 
22.51 
32.14 
14.54 
7.86 
18.92 
3.92 
1.62 
14.03 
1.81 
2.15 
(4) 
15.00 
27.15 
29.80 
32.36 
35.36 
36.27 
42.17 
48.62 
63.79 
70.29 
88.17 
90.35 
108.95 
141.95 
157.04 
177.89 
202.78 
206.12 
223.40 
278.16 
286.14 
298.99 
(5) 
100.00 
100.00 
84.16 
60.98 
48.14 
47.74 
50.30 
52.46 
57.56 
56.13 
60.11 
58.78 
57.86 
57.05 
55.10 
57.87 
55.47 
54.25 
57.86 
63.19 
63.84 
65.30 
Source: Compiled from the Annual Statistical Tables Relating to Working of Co-operative 
LDB (Research & Development Cell), National Co-operative Land Development 
Bank Federation Ltd. Mumbai. 
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fund and other funds during this span of period. The percentage 2.15 
showed a marginal increase during 1996-97. 
SHARE CAPITAL 
Share capital is the primary and the basic source of funds. The share 
capital, besides, being a source of financial strength to a banking institution, 
are of special significance to the land mortgage banks as they serve the 
needs of interim finance required by them. The J&K SLDB issues two types 
of shares, viz.. Type A - share of State Government and Type B - share of 
borrowing members. Under the bank's policy., to enrol as a member, one has 
to purchase a share of Rs. 10.00 and to pay Re. 1.00 as entrance fee. The J&K 
SLDB collects its share capital from the borrowers at the rate of 5 percent 
of loan advanced in the multiples of Rs. 20.00. Every borrower is required 
to purchase at least one share of Rs. 10.00 at the time of the submission of 
loan application to become the member of the Bank. The rest of the 5 percent 
is generally collected by a deduction from the borrowed amount at at the 
time of advance. 
The State Government also makes a contribution to the share capital. 
The amount of contribution to the share capital of J&K SLDB is decided by 
the State Government from time to time on the basis of the economic 
position of the Bank. In order to ensure adequate share capital contribution, 
the All India Rural Credit Survey Committee (1954) had recommended that 
the proportion of share capital to be contributed by state Government. 
Subject to minimum of 51 percent, might have to be of a much larger 
proportion than in the case of apex banks or central banks. The committee 
felt that the size of the Government contribution to share capital should 
ordinarily be such as to help establish, irrespective of the proportion of 
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private share capital forthcoming, an adequate number of central land 
mortgage banks whose financial structure enables them to borrow adequately 
and lend adequately.' The above recommendation was made in view of the 
huge requirement of funds for the accelerating agricultural development 
under the Five Year Plans. 
Again, the All India Rural Credit Review Commiteee (1969) 
recommended a modification on State contribution of share capital of 
CLDB. The Commitee viewed that "we do not attach special significance 
to the mere proportion of State contribution to total share capital but do 
consider that it should be substantial in the case of young institutions as well 
as those which contemplate a steep increase in these operations. It is a 
welcome feature that the relatively week CLDBs have generally received 
substantially higher contribution from the Government. It may well be that 
in some other cases too, there is need for larger participation by State 
Governments than it obtains at present. It is suggested that instances of this 
type may be examined since increased contribution may be called for by 
factor such as sizable expansion of loan operations or relatively slow 
growth of member's share capital.^ 
The National Agricultural Credit (long-term operations) Fund has 
been utilized for granting long-term loans to the State Government at 
concessional rate of interest to enable them to contribute to the share capital 
of co-operative institutions. The J&K SLDB has collected its share capital 
worth Rs.278.16 lakhs by the end of 31st, March, 1995. The share capital 
of J&K SLDB comprises shares of Type-A held by the State Government 
1. Reserve Bank of India, All India Rural Credit Survey Committee Report, 1954, Vol. 
II, p. 437. 
2. Reserve Bank of India: All India Rural Credit Review Committee Report, 1969, p. 
768. 
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and share of Type-B held by the individual memebrs of the banks. The 
growth of share capital of J&K SLDB has been shown in Table 4.2. 
Table reveals that the share capital position of the Bank has continued 
to improve right from the begining as deciphers from the above Table. 
During the financial year 1963-64, the bank had Rs. 15.00 lakhs worth of 
share capital which went upto Rs. 63.79 lakhs during the year 1983-84. The 
hike in the share capital of the Bank was registered during 1988-89 when 
it had Rs. 141.95 lakhs as its share capital. The amount went upto Rs. 223.40 
lakhs during the year 1993-94 and Rs. 298.99 lakhs during 1996-97. The 
reason for this increase in the share capital of the Bank was the fresh 
regulatory provision imposed by the RBI in July, 1975.' Accordingly, the 
lending programme of .the PLDBs/branches of SLDB were linked to their 
recovery performance. The recovery performance of the branches of the 
J&K SLDB being poor in general, the State Government came to their 
rescue and started contributing to the share capital of the SLDB to the extent 
of 10 percent of the demand for the year in respect of any of the specified 
branches. Such redeemable equity contribution was taken into account in 
computing the overdues and this notional reduction in overdues pushed the 
concerned branch of the SLDB from the lower to the higher eligibility 
category. 
The Table 4.3 reveals that the State Government of Jammu and 
Kashmir helped the establishment of the J&K Land Mortgage Bank by 
initially contributing a huge amount of Rs. 15 lakhs to its share capital. The 
share of Government contribution in total share capital increased from 
28.28 percent in 1979-80 to 31.42 percent in 1994-95. There was a decreasing 
3. Reserve Bank of India: Circular No. ACD/LDB, 68/DI/75-76, dated Julv. 17. 1975 
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TABLE 4.3 
GROWTH OF SHARE CAPTAL OF J&K CO-OPERATIVE 
LAND DEVELOPMENT BANK LTD 
(1963-64X01996-97) 
(Rs. in Lakhs) 
Year Share 
of 
Individuals 
Share of 
State 
Government 
Total Percentage 
of (Col. 3 
over Col. 4) 
(1) (2) (3) (4) (5) 
1963-64 
1968-69 
1973-74 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
NA 
NA 
NA 
NA 
25 26 
24.27 
28 17 
23.62 
36.79 
43.29 
57.77 
59 95 
78 55 
59 55 
109 64 
130 49 
155 38 
158 72 
176 00 
190 76 
198 74 
211 59 
NA 
NA 
NA 
NA 
10.00 
12.00 
14 00 
25.00 
27.00 
27.00 
30.40 
30.40 
30 40 
30.40 
47 40 
47 40 
47 40 
47 40 
47 40 
87 40 
87 40 
87 40 
15 00 
27.15 
29.80 
32.36 
35.36 
36 27 
42 17 
48.62 
63 79 
70.29 
88.17 
90.35 
108.95 
14195 
157 04 
177 89 
202 78 
206 12 
223 40 
278 16 
286 14 
298 99 
-
-
-
-
28 28 
33 09 
33 20 
5142 
42 33 
38 41 
34 48 
33.65 
27 90 
3128 
30 18 
26 65 
23 38 
23 00 
21 22 
31 54 
30 54 
29 23 
Source: Compiled from the Annual Statistical Tables relating to Working of Co-operative 
LDB (Research & Development Cell), National Co-operative Land Development 
Bank Federation Ltd. Mumbai 
NA= Not Availiable 
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trend of percentage of contribution of State Government during 1990-91 to 
1993-94. The contribution of the State Government to the share capital of 
the Bank as on 31st March, 1997 was Rs. 87.40 lakhs or 29.23 percent of the 
total share capital of Bank. Thus, the State Government share in the total 
paid up capital is much below the minimum of 51 percent recommended by 
the All India Rural Credit Survey Committee. 
The major portion of share capital of the Bank was owned by the 
ordinary members numbering over 0.51 lakhs. The larger net addition to the 
share capital of the bank has been due to the larger loaning programme 
which implied compulsory contribution from loanees, i.e., 5 percent of 
borrowed amount (3 percent in the case of small/marginal farmers). The 
increase in paid-up capital from Rs. 15.00 lakhs in 1963-64 to Rs. 298.99 
lakhs in 1996-97 was mainly due to increase in membership from 75 to 
51,061 in 1996-97. The 70.77 percent of total share capital has been 
contributed by the individual members as on 31 March, 1997. 
As a matter of policy, members are allowed the adjustment their share 
money in the repayment of last instalment which resulted in the decrease of 
the share capital of the Bank. I feel that the system may be replaced by 
making the share tranferable and listing in the stock exchange. In my 
opinion, this action will help the bank to win ov6r the confidence of the 
public and of their members and thus, attract an increasing volume of 
deposits. 
RESERVE FUND 
The other important constituent of owned funds is the reserve fund of 
the Bank. Under the provision of the bye-laws of the Bank, at least 25 
percent of the profit has to be diverted to reserve fund of the Bank every 
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year. This fund belongs to the Bank and is intended to meet the unforeseen 
losses. The fund may be invested in Government or trustee securities or in 
the business of the Bank in such proportion as may be decided by its Board 
of Directors with the permission of the Registrar, Co-operative Societies, as 
per provision of the bye-laws. Normally, the owned funds of the Bank are 
utilised in its business mainly for collection of mortgages on the strength of 
which debentures are floated. If the owned funds are looked in any other 
form, i.e., general investment or in meeting sinking funds commitments, the 
Bank may have to avail itself of interim accommodation to a considerable 
extent at a high rate of interest ranging from 9.00 to 9.25 percent at present. 
Table 4.4 reveals that Bank had "zero" reserves during 1963-64 to 
1968-69 and it reached to the total reserves of 5.61 lakhs in 1973-74, Rs. 
43.03 lakhs in 1983-84, Rs. 162.68 lakhs in 1993-94 and to a tune of Rs. 
158.87 lakhs in 1996-97. It clearly reveals that it is because of its profitability 
that it has succeeded in increasing its reserves. Table further reveals thatthe 
percentage of reserves (51.86) in owned capital was the highest in 1979-80 
and showed a decreasing trend during the year 1996-97 (34.70 percent). 
II-BORROWED CAPITAL 
The J&K SLDB has collected outside funds through Debentures. 
Fixed Deposits, State Government Loans and Interim Finance from 
institutions, viz., Co-operative Bank, State Bank of India and ARDC (now 
NABARD). These constitute the borrowed capital of the Bank. The growth 
of borrowed capital and share of debentures thereon has been presented in 
Table 4.5 for the period 1963-64 to 1996-97. 
Table 4.5 shows that J&K SLDB has started borrowing funds for its 
lending operations since 1963-64 i.e. after one year of its establishment. 
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TABLE 4.4 
GROWTH OF RESERVES OF J&K CO-OPERATIVE 
LAND DEVELOPMENT BANK 
(1963-64 TO 1996-97) 
Year 
(1) 
1963-64 
1968-69 
1973-74 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Reserves 
(2) 
. 
-
5.61 
20.71 
38.10 
39.70 
41.66 
44.06 
47.03 
54.94 
58.52 • 
63.35 
79.35 
106.87 
127.97 
129.52 
162.80 
163.80 
162.68 
162.07 
162.07 
158.87 
Percentage increase 
/decrease over 
preceeding year 
(3) 
-
-
-
269.16 
83.79 
4.20 
4.94 
5.76 
6.74 
16.82 
6.52 
8.25 
25.26 
8.66 
19.74 
1.21 
25.69 
0.61 
-0.68 
-0.37 
0.00 
-1.97 
(Rs. in Lakhs) 
Percentage of Reserves 
in owned capital 
(4) 
-
-
15.84 
39.02 
51.86 
52.26 
49.70 
47.54 
42.44 
43.87 
39.89 
41.22 
42.14 
42.95 
44.90 
42.13 
44.53 
45.75 
42.14 
36.81 
36.16 
34.70 
Source: Compiled from the Annual Statistical Tables Relating to Working of Co-operative 
LDB (Research & Development Cell), National Co-operative Land Development 
Bank Federation Ltd. Mumbai. 
(-) = Decrease 
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TABLE 4.5 
GROWTH OF BORROWED CAPITAL AND 
SHARE OF DEBENTURES DURING 
(1963-64 TO 1996-97) 
(Rs. in Lakhs) 
Borrowed captial Proportion of Debentures 
Year Percentage increase 
/decrease over 
Amount preceeding year Amount Percentage 
(1) 
1963-64 
1968-69 
1973-74 
1978-79 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
(2) 
5.00 
46.31 
48.33 
264.92 
550.60 
574.63 
720.10 
826.69 
1036.36 
1294.31 
1478.21 
1689.66 
1903.16 
2082.65 
2146.30 
2286.71 
2377.72 
2404.77 
(3) 
. 
826.20 
4.36 
497.61 
107.84 
4.36 
25.32 
14.80 
25.36 
24.89 
14.21 
14.31 
12.64 
9.43 
3.06 
6.54 
3.98 
1.14 
(4) 
5.00 
39.31 
36.01 
255.05 
530.36 
548.71 
694.32 
797.86 
1003.11 
1255.21 
1411.93 
1635.21 
1839.60 
1998.27 
2066.91 
2204.40 
2251.62 
2298.49 
(5) 
100.00 
84.88 
74.51 
96.27 
96.32 
95.49 
96.42 
96.51 
96.79 
96.98 
95.52 
.96.78 
96.66 
95.95 
96.30 
96.40 
94.70 
95,58 
Source: Compiled from the Annual Statistical Tables Relating to Working of Co-operative 
LDB (Research & Development Cell), National Co-operative Land Development 
Bank Federation Ltd. Mumbai. 
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During 1963-64,the Bank has floated debentures worth Rs. 5.00 lakhs . 
Thereafter, as per the expansion of lending operations of the Bank, the 
borrowed funds also increased. The borrowed capital increased to Rs. 46.31 
lakhs in 1968-69, Rs 48.33 lakhs in 1973-74 and marginal increase of RS 
264.92 lakhs during the year 1978-79. The percentage increase was 
recorded to 826.20 percent, 4.36 percent and 497.61 percent over the period 
of 5 years. Further increase in borrowed capital was at a fast pace. It was 
Rs. 550.60 lakhs in 1983-84, Rs.1294.31 lakhs in 1988-89 and Rs.2146.30 
lakhs in 1993-94 which were 107.84 percent, 24.89 percent and 3.06 percent 
more as against their respective preceding year's figures. In 1996-97, there 
was a marginal increase (1.14 percent) in borrowed capital. 
Table further reveals that the proportion of debentures in the total 
borrowed capital was 84.88 percent of the borrowed capital in 1968-69. The 
facility of refinance extended in the form of special debentures also interim 
finance by the NABARD has accelerated the lending operations of the J&K 
SLDB, which made it more dependent on debentures. The proportion of 
debentures in the borrowed capital showed an increasing trend from 96.27 
percent in 1978-79, to 96.98 percent in 1988-89, and decreasing trend 96.30 
in 1993-94, to 95.58 percent in 1996-97. 
In 1996-97, it was Rs. 2298.49 lakhs or 95.58 percent of total 
borrowed capital. In other words, borrowed capital means finances acquired 
through issut of debentures. 
DEBENTURES 
The main source of working capital for J&K SLDB is the floatation 
of debentures. A debenture is a written acknowledgement of a debt by a 
Land Development Bank to a lender of money. The selient features of a 
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debenture issued by the J&K Land Development Bank are> 
(i) It is a certificate acknowledging the debt, 
(ii) It is issued under its seal, 
(iii) It carries interest rate ranging from 4.5 to 9 percent and is redeemable 
after periods ranging from sevem to fifteeen years, 
(iv) It is generally issued against the mortgage charges created on land 
when the Bank advances long-term credit to the borrowers. Thus, 
a series of debentures is floated by the Bank, only after it has 
collected sufficient mortgage rights that become the effective 
tangible assets of the Bank, 
(v) It carries a general change on the assets of the Bank and are fully 
guaranteed by the State Govenunent regarding the repayment of 
the principal and interest, 
(vi) It is treated as trustee securities under the Indian Trust Act and 
approved securities under the Reserve Bank of India Act, 1934. 
From the above, it is revealed that the Bank is initially required to 
advance loans to the borrowers from its owned resources and to the extent 
they fall short of the requirements, it has to procure interim accommodation 
from co-operative or commercial banks. Thus, the Bank should obtain the 
valid mortgage security for the amount of the proposed issue of debentures 
to be made to the NABARD, and the guarantee of repayment of principal 
amount and payment of interest thereon should be secured from the State 
Government. 
The J&K State Co-operative Land Developement Bank Ltd., floats 
the following types of debentures: 
(i) Ordinary Debentures, 
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(ii) Special Development Debentures, and 
(iii)Rural Debentures. 
As per Table 4.6,the Bank has collected its working capital through 
debentures amounting to Rs. 2298.491akhsby theendof 31stMarch, 1997. 
Of this sum, Rs. 480.51 lakhs were collected by issue of ordinary debentures 
and Rs. 1817.86 lakhs by issue of special debentures. The proportion of 
debentures to total working capital increased from 25.0 percent in 1963-64 
to 81.02 percent in 1996-97. 
The importance of a particular type of debentures can be shown if one 
carefully examines the percentage share of different type of debentures in 
the total debentures floated in a given year. 
From the Table, it may be seen that the Bank has started the floatation/ 
oridinary, rural and special debentures from 1963-64 and 1978-79 
respectively. During the year 1978-79, the percentage share of ordinary 
debentures was the highest, the share being as much as more than 77 percent 
of the total debenture collections. This share, however, declined to 20.91 
percent by the end of 1996-97. This shows that the importance of ordinary 
debentures in the total debentures has declined. 
On the other hand, the floatation of special development debentures 
has gradually increased. The proportion of special debentures in the total 
debentures collection was a meagre percentage of 22.80 in 1978-79 which 
increased to more than 50 percent of the total sum collected by issue of 
debentures in 1987-88. In 1996-97, the share of special debentures was 
79.08 percent. The rural debentures are no more in vogue because from 
1978-79 the amount was Rs. 0.12 lakh which will same till the year 1996-
97. Thus, from the figures in respect of floatation of debentures, it appears 
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TABLE 4.6 
GROWTH OF DEBENTURES COLLECTION OF J&K 
STATE CO-OPERATIVE LAND DEVELOPMENT BANK LTD. 
(DURING 1963-64 TO 1996-97) 
Year 
(Rs. in Lakhs) 
Ordinary' Rural Special Total 
(1) 
1963-64 
1968-69 
1973-74 
1978-79 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
(2) 
5 00 (100) 
39 31 (100) 
36 01 (100) 
196 78(77 15) 
295 43 (55 70) 
360.72 (65 74) 
399.26(57.50) 
444.90 (55.76) 
429.43 (42.80) 
501.70(39.97) 
557.71 (39.50) 
597.21(36 40) 
692 51 (37 64) 
692 51(34.66) 
668 35 (32 34) 
629 51(28 56) 
525 51 (23 34) 
480 51(20 91) 
(3) 
-
-
-
0 12 (0 05) 
0 12(0 02) 
0 12(0 02) 
0 12(0 02) 
0.12 (0.02) 
0.12 (0.01) 
0.12(0.01) 
0.12 (0.01) 
0.12 (0.01) 
0 12(0 01) 
0 12 (0.01) 
0 12 (0 01) 
0 12 (0 01) 
0 12 (0 01) 
0 12(0 01) 
(4) 
-
-
-
58 15 (22 80) 
234 81(44 28) 
187 87(34.24) 
294.94 (42.48) 
352.84 (44.22) 
573.76(57.19) 
753.39(60.02) 
854.12(60 49) 
1039.88(63 59) 
1146 97(62 35) 
1305 64(65.33) 
1398 44(67 65) 
1574 77(7143) 
1725.99(76 65) 
1817 68(79 08) 
(5) 
5 00(100) 
39.31(100) 
36 01(100) 
255 05(100) 
530.36(100) 
548 71(100) 
694.32(100) 
797.86(100) 
1003.11(100) 
1255.21(100) 
1411.94(100) 
1635 21(100) 
1839 60(100) 
1998.27(100) 
2066 91(100) 
2204 40(100) 
2251 62(100) 
2298 49(100) 
Source: Annual Report'of J«S:K Central Co-operative Land Development Bank Ltd, 
Strinagar 
Fingures in brakets show the percentage of debentures in the total debenture 
collections 
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that there has been a tendency among the Bank to raise loanable funds 
through special debentures in place of ordinary debentures. The preference 
for special debenture, among other things, could be because of the emphasis 
for schematic lending in place of conventional sporadic lending. 
Ordinary Debentures 
The ordinary debentures have been the most important and only 
source of debenture capital of the Bank before establishment of the 
Agriculture Refinance and Development Corporation. Ordinary debentures 
are issued on the security of the mortgages obtained by the Bank from the 
loanees. The ordinary debentures are offered for subscription to the general 
public including institutions and individuals. Besides, the State and Central 
Government, the main institutional subscribers to the ordinary debentures 
are Life Insurance Corporation of India, State Bank of India, Reserve Bank 
of India, other nationalised commercial banks. Land Development Banks of 
other States and other co-operative institutions. The All India Rural Credit 
Review Committee recommended that the Reserve Bank of India should 
convene meetings of the land development banks and other agencies 
concerned. Such meetings, it was felt, would provide a forum for chalking 
out a definite programme with regards to debenture floatation by each bank 
and the amount of contribution to be made by various institutions. These 
recommendations were accepted and the NABARD (earlier by Reserve 
Bank of India) convenes a meeting during April-March of ever>' financial 
year, so that when a debenture series is floated, subscription from each 
institution is easily received and bank finds no difficulty in getting full 
support to its debentures. 
I l l 
The J&K SLDB issues the ordinary debentures of two sets in a series, 
in which First set is repayable after 10 years and Second set after 15 years. 
The interest rate and prices of these debentures depend upon market 
conditions. 
Special Debentures 
One of the recommendations of the All India Rural Credit Survey 
Committee was to shift the emphasis in the loan policies of the land 
development banks in favour of loans for productive purposes instead of 
loan for the repayment of old debt. The committee felt that there was need 
for the land development banks to provide loans for productive purposes 
under special project of agricultural development or land improvement 
such as construction of major and medium irrigation prospects, and also 
scope for development of plantation and horticulture crops. 
In order to meet the credit need for such special development scheme 
the survey committee recommended the issue of "special development 
debentures''. Since then such debentures are being issued by the Bank to the 
extent of loans advanced to it by NABARD. Such advances are given for 
financing specific schemes of agricultural development only after a through 
technical-cum-financial scrutiny of the project, and approval by the 
NABARD. They are subscribed by the NABARD and the State Government. 
The levels of refinance available from ARDC/NABARD since 1st September, 
1981 are as under:" 
4. ARDC Circular No. Plan. 1146/MI (152)-81/82, dated October 5, 1981. 
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Purpose RateofARDC/NABARD 
Refinance 
(1) (i) Minor Irrigation 
(ii) Special Schemes for diversified 
purposes under capital subsidy 
scheme for identified small farmers. 95% 
(2) Diversified Purposes (other than Farm Mechanisation) 
(i) Small Farmers (other than under 
special schemes referred above) 90% 
(ii) Other Farmers 75% 
(3) Farm Mechanisation 75% 
The involvement of the State Government is kept with a view to 
ensuring technical help from it in the implementation of the development 
project. 
Floatation of debentures has been the main and the only source of 
raising loanable funds for the land development banks. Conventionally 
these banks heavily relied on floatation of 
ordinary debentures. Later on, however, with the establishment of 
Agriculture Refinance and Development Corporation and subsequently 
inflow of funds on large scale from International Finance Institutions like 
World Bank and Internaitonal Development Association, special debentures 
assumed importance. Even if the objective of either of the debentures is 
same, there are the following basic differences in to sources of loanable 
funds available to land development bank: 
(1) Repayment or Redemption Period: The period for issue of ordinary 
debentures is normally 10 and 15 years while the duration of loan is 
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from 7 to 10 years.As against this, the period for issue of special 
debentures correlated to the period of loan sanctioned to the borrowers 
till 1978-79. Since certain problems were face in this arrangement with 
individual borrowers, the present practice followed is to issue special 
debentures for a period which is longer by two years than that of 
repayment period. 
(2) Rate of Interest: At present, the Bank raises its loanable funds through 
ordinary debentures at the interest rate of 8 percent per annum. For 
special debenture it is @ 8.5 percent. On the other hand the Bank 
charges the interest @ 12 percent per annum on advances for all 
purposes and advances to minor irrigation, and land development 
purposes. This shows that the interest earned from lending under 
ordinary debentures is slightly higher than that of the special debentures. 
(3) Repayment or redemption terms: In case of ordinary debentures the 
interest is to be paid half yearly and principal to be paid on maturity of 
debentures while the special debentures are redeemed annually on a 
pro-rata basis and interest to be paid annually on the outstanding 
debentures. 
(4) Subscribers: The investment in ordinary debentures is made by the 
Life Insurance Corporation, State Bank of India, Reserve Bank of 
India, Central and State Governments, Commercial Banks, Co-operative 
Institutions and sister Land Development Banks while the special 
debentures are subscribed only by the State Government andNABARD. 
(5) Purposes of Advances: Under the ordinary debentures the banks are 
entitled to advance loans only for land development investment in 
minor irrigation schemes, purchase of rights in land and only such other 
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purposes which are basically land based. The non-land based activities 
which are subsidiary to agricutlure such as dairy, poultry, sericulture 
etc. are not covered under oridinary debentures programme. The loan 
under special debentures, however, include both land based as well as 
non-land based activities. 
(6) Investment in Sinking Fund: Recoveries made under ordinary 
debenture scheme .are to invested in sinking fund and such a provision 
does not exist in the case of special debenturer as the loan periond and 
debenture period are co-terminus and the repayment of special 
debentures is to be made in equal yearly instalments. 
TYPES OF SPECIAL DEBENTURES 
The special development debentures are classified according to the 
special development projects undertaken by the Bank as follows:^ 
(i) Debentures Under ARDC Old Projects: These type of debentures 
were issued under the old schemes of Agriculture Refinance and 
Development Corporation. The term of floatation of such debentures 
concide to the periods of the loan distributed to its members. The 
principal amount is to be redeemed on the expiry of the period and 
interest to be paid half yearly due on 1st March and 1st September, of 
each year. 
(ii) Debentures Under IDA Projects: These debentures were floated to 
the extent of the amount distributed in the area of IDA projects for the 
period of 7 to 15 years (i.e., the period for loan distributed to the 
borrowers) in different sets. Interest are to be paid yearly on 1st April 
each year. The principal amounts are to may and be paid on each year 
5. By the courtesy of Assistant Director, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
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in annual instalments calculated on the basis of the repayment 
schedules. 
(iii) Debentures Under ARDC Credit Projects: These debentures are 
issued to the extent of loan distributed in the area where schemes are 
implemented for a period of 7 to 15 years corresponding to the period 
of loan distributed to the members. The interest is paid half yearly on 
1st September and 1st March of each year and principal amount is paid 
yearly. The amount of annual instalment fixed according to the 
repayments schedules. 
The permission" for issue of special development debentures are 
granted by NABARD instead of the Reserve Bank of India. The permission 
for issue of debentures granted on the basis of the fiscal and financial 
targets of different project areas. If any branch has distributed loans 
exceeding the limit fixed under the provisions of Regulation of Advances, 
no permission for the floatation of debentures for the excess amount is 
granted to the Branch. The excess amount of loan distributed by the Branch 
has to be met out of its own resources. 
RURAL DEBENTURES 
The encouragement of thrift and mobilization of rural savings are one 
of the foremost aims of the co-operative movement. There has been 
substential increase in rural income on account of two factors: (1) rise in 
agricultural prices due to inflationary tendencies prevailing during the 
various plan period,and (2) increase in agricultural productivity due to 
adoption of modern techniques in the field of agriculture. This offered an 
opportunity to the co-operatives to mobilize rural savings and build up their 
financial strenght by increasing their internal resources. The need for the 
116 
mobilization of savings from rural areas arises not only in the context of 
expanding rural credit, but from broader considerations, i.e., a developing 
economy requires, as a condition of growth, that savings of the community 
be increasingly promoted, institutionalized, and channelled for the purpose 
of development. 
The J&K SLDB raise resources mainly through floation of debentures 
which are mainly purchased by the institutional investors like Insurance 
Companies, Commercial and Co-operative Banks, Trusts and Charistable 
Institutions. The time of issue and conditions and terms of these debentures 
are not attractive to the large body of individuals who have small savings 
to invest and particularly to those who reside in rural areas. 
The All India Rural Credit Survey Committee (1954) felt that there 
is good scope for land development banks to mobilize and collect rural 
savings. Hence, a special type of debentures called "Rural Debentures" 
were recommended by the committee, intended for rural areas. The main 
features of these debentures as envisaged by the committee were as under: 
"These rural debentures should, as far as possible, be for 
specific projects of development in which the villager is 
interested in different degrees, according as they are of direct 
benefit to him, or of benefit to those with whom he shares a 
fellowship of interest because of their belonging to his district 
or region or State. Thus, if the purpose of the debentures is to 
provide loans to the cultivators in his own locality to prepare 
their lands for the highly productivity made possible by a 
minor irrigation work of the district, this may be of more or 
less direct appeal to the local cultivator, at the same time, a 
debenture similarly related tosome important and much 
publicised major irrigation work established in his State may 
have an appeal for him which is less direct, but not necessarily 
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less strong. Just as the debentures intended to draw savings 
from the money- market are issued during the slack season 
when money is available with the market, so should these 
rural debentures, as far as possible, be issued at the time of 
harvest and sale of crop when money is available with 
agricultural classes. So also, in regard to period of repayment, 
etc. these debentures should be so designed as to suit the 
requirements of the rural investor."* 
The above recommendation was considered by the Standing Advisory 
Committee on Agricultural Credit of Reserve Bank of India at its seventh 
meeting held in Bombay on 9th and 10th October, 1957 and suggested that 
the Central Land Development Banks may float rural debentures as an 
integral part of the schemes for mobilizing rural savings. In pursuance of the 
recommendations of the All India Rural Credit Survey Committee and 
Standing Advisory Committee on Agriculture Credit, the Reserve Bank of 
India formulated a scheme of rural debentures in November, 1957 and 
recommended it to the banks for implementation. The salient features of the 
schem were: 
1. Land Development Banks should grant loan for productive purposes 
for a period of 6 or 7 years against mortgage of land. On the strength 
of these mortgages they were to float a special series of rural debentures. 
2. The floation was to be timed so as to take place during the month 
immediately succeeding the harvest to that the money would be 
available with agriculturists from sale of their crops. 
3. The exact time and the terms and conditions relating to the issue price, 
period of maturity and rate of interest were to be fixed in consultation 
with the Reserve Bank of India, the period debentures being as a rule, 
6. Reserve Bank of India: The General Report of the All India Rural Credit Survev 
Committee 1954, p. 489. 
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co-terminus with the period of mortgage and the rate of interest being 
fixed slightly higher than that on ordinary debentures. 
4. The debentures were to be made available only to individuals (especially 
those in rural areas) as distinguished from institutional investors, such 
as banks, socieites, trusts, etc. An exception was however, made 
subsequently in regard to subscription from village panchayats. 
5. The Reserve Bank of India was to subscribe to the short fall in public 
subscription, subject to a maximum of two-thirds of an issue. 
The progress made under this scheme was however, not very 
encouraging as the land devlopment banks found it difficult to advance 
loans for 6 to 7 years, the demand at that time being mostly for 15 years or 
more. Consequently, in September, 1958, the Reserve Bank of India revised 
the scheme. The main fetures of revised scheme were as under: 
1. The Central Land Development Bank might ordinarily issue loans for 
periods extending upto 15 years for which they might issue a series of 
rural debentures in two parts, one part for 7/15 share of total might be 
for 7 years and be made available to the public and other part (8/15) be 
for 15 years (i.e. 8 years) beyound the period fixed for the public and 
be offered for subscription to the Reserve Bank of India. 
2. The series can be floated at any time of the year, but not be on gap for 
more than 4 months. 
3. The rate of interest offered to the Reserve Bank was 1 percent less than 
what was offered to individuals. 
4. The rural debentures should be open for subscription only to individuals. 
The scheme continued in the same form exception for the changes 
made in the rate of interest from time to time. 
119 
Various incentives were offered by the bank but even then the scheme 
of rural debentures could not become popular. The working group of Rural 
Debentures set up in 1970 by the RBI under the Chairmanship of R.K. 
Seshari observed the failure of the scheme as follows: 
"It will seen that the Reserve Bank of India has been 
consistently trying to popularise the issue of rural debentures 
over a period of more than a decade. The response, in spite of 
these efforts, has not so far been very good. Rural debentures 
have not proved to be atractive in the past, as the terms and 
conditions on which they are being issued, including in 
particular that rate of interest, have not been comptitive. 
While the agricultural surpluses in saveral parts of the country 
have been substantial during the last four years, this prosperit\' 
has not been reflected to any extent in the mobilisation of 
resources through debentures, rural or otherwise."' 
To make rural debentures popular and tap the rural savings in 1970-
71, the Reserve Bank of India put one condition for making the banks 
eligible to the full supported programme. This condition insisted on floatation 
of rural debentures to the extent of 5 percent of ordinary debentures 
programme of the banks in developed States and 2.5 percent of ordinary 
debentures programme of banks in weaker States. 
The entire scheme in all its aspects was reviewed by the Agricultural 
Credit Board of the RBI at its meeting held on August 7, 1975 and made the 
scheme voluntary instead of mandatory. But in order to enable the banks to 
collect substantial amount by floatation of rural debentures for lOyears, the 
rate of interest at 10.25 percent thereon was kept in confirmit>' with the 
interest rates on other rural savings schemes. Under the revised scheme, the 
issue of debentures neither had guarantee from the State Government nor 
any contribution by the Reserve Bank of India. 
7. Reserve Bank of India: Report of the Committee on Co-operative Land Development 
Banks. Bomaby, 1975, p. 187. 
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After declaration the issue of rural debentures voluntary instead of 
mandatory, the land development banks have not made any efforts in this 
sphere and became dependent on the outside resources but Agricultural 
Credit Board of RBI was of the opinion that there is still need for the land 
development banks to make efforts to mobilise rural savings in order to 
augment their resources. This is all the more necessary now than ever 
before in view of the fact that the banks are expected to involve to some 
extent, their own disposable resources in their lending.* Moreover, if 
additional income generated in the rural sector is not mobilised it was 
apprehended that a large portion of this income in this sector would either 
be unproductively used or hoarded. This will on the one hand increase the 
inflow of money in the public and deprive the economy of capital for 
productive purposes on the other. However, the total amount of savings 
available in rural areas is limited and number of persons in a position to save 
is relatively small. It is, therefore, essential that these savings should be to 
the maximum possible.extent to be available for co-oprative development. 
They can take the form of shares and deposits in co-oprative organisations 
and rural debentures/deposits in land development banks. At present, the 
flow of such savings particularly to the land development banks is almost 
nil and consequently they have to depend to considerable extent on funds 
from outside through co-oprative banking system, Government and Reserve 
Bank of India and other institutions. This in turn has been restricting their 
lending operations. To some extent, it may be due to competitionof National 
Savings Movement which has active support of the State Government 
machinery. 
8. Reserve Bank of India Circular No. ACDLDB 692/C1-75/6 dated November 5. 
1975. 
121 
However,almost all the expert committees,viz.. All India Rural Credit 
Review Committee (1969), The Working Group on Rural Debentures 
(1971) as well as the Conference of State Ministers of Co-operation held in 
New Delhi, in January, 1973 were in favour of continuting the scheme. The 
Committee of Co-operative Land Development Banks (1975) has 
recommended the continuation of the scheme and made following 
suggestions to make the scheme of rural debentures successful: 
(i) The need for mobilizing rural savings can not be over emphasized 
especially in the context of the large resources needed by Co-operative 
Land Development Bank. The Central Land Development Bank should, 
therefore, made determined and earnest efforts to collect sizeable 
amounts by way of rural debentures instead of pleading for scraping of 
the scheme, 
(ii) Instead of the present procedure for effecting reduction in the supported 
programme for ordinary debentures for failure to collect the required 
amount of rural debentures, the Reserve Bank may introduce an 
alternative scheme for offering certain incentives to the Bank to make 
necessaray organisational arrangement and efforts for the purpose. For 
instances, the Reserve Bank may allow an additional amount, by way 
of an incentive, towards share capital contribution in the case of 
Central Land Development Banks whose performance in respect of 
collection of rural debentures of fixed deposits is found to be satisfactory, 
(iii) The Central Land Development Bank should introduce special schemes 
for rural debentures or certificates for certain specific areas where 
ARC refinanced schemes have been implemented or are under 
implementation. Such schemes have a fair chance of success since the 
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banks have already established or will be establishing close contracts. 
With a large number of individual cultivators in these areas. Cultivators 
may be encouraged to subscribe towards rural debentures alongwith 
the instalments towards repayment of the long-term loans borrowed by 
them. In addition, the amounts raised through a special scheme of rural 
debentures, if sizeable, could be earmarked by the Central Land 
Development Bank for investment in agriculture by cultivators in the 
same area as this will give a sense of involvement to the investors in 
the development of the area and thus make the scheme of rural 
debentures popular. 
(iv) The Reserve Bank may consider revising the permissible rate of 
interest on rural debentures in the light of the recent increase in interest 
rates. Similarly, the interest to be allowed by Land Development Banks 
on fixed deposits may be revised suitably by the Reserve Bank so as to 
enable the banks to offer attractive rates which compare favourably 
with those offered by the State Co-operative Banks, Central Co-
operative Banks and Commercial Banks, and are, in fact, higher than 
those offered by these institutions. 
(v) The Reserve Bank may reconsider its views in respect of the reference 
received from the National Co-operative Land Development Banks 
Federation for introducing the scheme for awarding prizes to debentures-
holders. The prizes to be awarded in the case of rural debentures may 
be in the form of useful agricultural machinery and implements in case 
the winner prefers these to cash prizes. 
(vi) Central Land Development Banks should collect fixed deposits only 
from rural areas and only in that case should such deposits be 
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recknored while assessing achievements on accounts of the targets for 
rural debentures. 
(vii)While individual incentives to the staff of the banks in the form of 
commission for collectin of contributions towards rural debentures 
maynot be offered, the performance of the staff in the matter of issuing 
rural debentures or collecting fixed deposits should be given due 
weightage in deciding upon their promotions either in the normal 
course or otherwise or in the matter like giving advance increments. 
(viii) Each Central Land Development Bank should have at least one 
development officer whose main function will be to organize efforts 
for mobilizing rural savings by floatation of rural debentures/certificates 
or by collecting fixed deposits. The person to be appointed as 
development officer should have some background and experience in 
the line. He should prepare special schemes for debentures/certificates 
for specific areas and also organize publicity required for collecting 
fixed deposits. 
(ix) The State Governments and Banks may formulate suitable schemes 
providing for the sale of rural debentures through village officials and 
payment of commission to them on the lines of the scheme for small 
savings as suggested by the Reserve Bank in its circular to the banks 
issued on 29th January, 1964. 
(x) The publicity that is being undertaken at present by banks regarding 
sale of rural debentures and collection of fixed deposits is inadequate. 
The National Co-operative Land Development Bank Federation could 
play a useful role by making arrangements with the All India Radio for 
suitable announcements in Regional Languages under the rural or 
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commiercial broad casting programmes. If the Federation is required 
to make payment for these announcements, it may approach the 
Government of India for providing grants to it for the purpose'. 
The above measures suggested by committee on co-operative land 
development banks are very attractive for tapping the rural savings. 
Therefore, it is suggested that rural savings scheme should be continued and 
the scheme may be revised on the basis of recommendations of the said 
committee alongwith the following additional points: 
(1) Mobilisation of rural savings should be in the form of Farmer's 
Savings Certificates and Fixed Deposites instead of Rural Debentures. 
Since the debentures are issued on particular date which may not be 
suitable to the farmers, the proposed issue of certificates/deposits shall 
be a continuous process so that farmers may be encouraged to invest 
whenever they have savings. 
(2) In order to enable the banks to collect substantial amount through 
deposits/certificates, the interest rate thereon should be in confirmity 
with the interest on other rural savings and national saving certificates 
respectively. 
(3) Thecurrency of Farmer's Savings Certificates should be 7 years and 10 
years for public and RBI respectively and fixed deposits should be for 
1 to 5 years. 
(4) The RBI should provide long-term funds upto 15 years, to the extent 
the amount collected through farmer savings certificates from the 
public at a fairly low rate of interest. This together with the contribution 
9. Reserve Bank of India: Report of the Committee on Co-operative Land Development 
Banks, Bombay, 1975, pp-240-342. 
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from the RBI will be utilised for the long-term productive loans to 
agriculturists, at a relatively low rate of interest. 
(5) Farmers savings certificate should be treated on par with national 
savings certificates for various purposes. 
(6) Field Officers should be posted atleast at the Block Level who will be 
given the charge of supervision and follow up of the bank loans, as well 
as, the work of mobilisation of rural savings. 
If the J&K SLDB implemented the above scheme it would prove 
highly fruitful in the direction of introducting a new and promising instrument 
for tapping rural savings and encourage the thrift habit among the rural 
masses. 
Redemption of Debentures - Maintenance of Sinking Fund 
The J&K SLDB raise larger amounts of loanable fund from debentures. 
The mode of repayment of ordinary debentures, rural debentures and 
special development debentures (old ARC schemg) are fixed on maturity. 
The special debentures (except old project), which are mainly subscribed by 
ARDC, are redeemed on the basis of equated annual instalment system. For 
the purpose of repayment of former debentures, a special sinking fund 
system is being followed and for the latter the annual payments are made. 
Sinking Fund is a device which has bean created to redeem the 
debentures after their maturity. Under sinking fund, the Banks are required 
to contribute to these funds annually, such sum out of loan recoveries as 
together with interest, .would be sufficient to amortize the amount of 
debentures fully on maturity. The importance of maintaining sinking funds 
for amortization of debentures was stressed by the Reserve Bank of India in 
1936 in a circular on the Financing of Land Mortgage Bank of India. It was 
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observed that "the creation of a sinking fund is in fact a guarantee to those 
who invest in the debentures and will have sufficient funds to meet its 
liability when debentures fall due for repayment. Land Mortgage Banks by 
maintaining regular sinking fund for the redemption of debentures will 
increase the popularity of thier debentures with genuine investors and 
should eventually be able to find a market for them without the guarantee 
of the Government". 
The main object of the constitution of sinking fund advised by the 
Reserve Bank of India was to create a sence of security in the minds of the 
investors about the bank's ability to honour the claims of the debenture 
holders as the sinking fund provides an additional guarantee to the 
investors in addition to the State Government guarantee for the repayment 
of principal and interest. The Government who is the guarantor to the 
debentures will also be satisfied with this scientific arrangement. 
In the earlier years, the Bank had to constitute a sinking fund 
separately for each series of debentures floated on the advice of the Reserve 
Bank of India and this was discontinued following the recommendations of 
Conference of Land Mortgage Banks convened by the Reserve Bank of 
India in September, 1960 that there need not be separate sinking funds for 
the different series and that the banks might have a common sinking fund 
for all the series to be used by them for the redemption of any maturit\' 
series. The above recommendation was..later endorsed by the Standing 
Advisory Committee and accepted by the Reserve Bank of India. Thus, at 
present the land development banks are required under their bye-laws to 
constitute a common sinking dund to redeem the debentures on maturity for 
all series of debentures in the floatation. 
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Two different methods are followed with regard to contribution to the 
sinking fund, viz., 'Equated Instalment System' and 'Fixed Instalment 
System'. In the equated instalment system, the banks are required to pay 
into the sinking fund an equated contribution together with compound 
interest sufficient to redeem the debentures at the end of the period for 
which debentures are issued. In the fixed instalment system, the banks are 
required to contribute into the sinking fund, a sun equal to the amount of the 
series, divided by the number of years, for which the series has been issued. 
The former method is scientific and latter method is simple. Any how, the 
basis of both sinking funds and objectives are the same. 
Investment of Sinking Fund 
The amount of Sinking fund has to be invested outside the business 
of the Bank. It, therefore, becomes necessary for the Bank to invest the 
amount in a maimer which would satisfy three important tests, viz., safety, 
profitability and liquidity. The investments have to be safe because any 
deterioration in the value will eventually affect the ability of the banks to 
meet their commitments to the debenture-holders in such a manner that 
there is optimum yield. Liquidity is important from the point of redeeming 
the debentures on time. 
The amount credited to the sinking fund can be invested at present in 
the following pattern as prescribed by the Reserve Bank of India: 
(i) Not less than 20 percent in Government and other trustee sercurities 
including bonds issued by the Agriculture Refinance Development 
Corporation of which not less than 10 percent should be in Government 
securities. Within this permissible limit the bank can invest in units 
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issued by the Unit.Trust of India not exceeding five percent of the total 
investment in sinking fund at any point of time; 
(ii) Upto 40 percent in fixed deposits with the State Co-operative Banks 
and under certain conditions, with Commercial Banks, Central Co-
operative Banks under classificatiion of A & B can also be made 
eligible for this deposit as they help LDB's in subscribing their 
debentures; and 
(iii) The balance of 40 percent in their own debentures or those of the Sister 
Land Development Banks. But the banks need to keep investment in 
their own debentures to the minimum as this takes away the very basis 
of the scheme of mutual support. 
The investment made out of the sinking funds amount credited of the 
J&K Central Co-operative Land Development Bank as on 31 st March, 1996 
has been shown in Table 4.7. 
The Table 4.7 reveals that the Bank has invested Rs. 234.67 lakhs 
from the sinking fund by the end of March, 1997. Of this, Rs. 164.10 lakhs 
i.e 69.93 percent was invested in the Fixed Deposits with the J&K State Co-
operative Bank which exceeds the permissible limit of 40 percent as 
suggested by Reserve Pank of India. The investment in Government (0.85 
percent) was lower than the minimum limit of 10 percent. But the Bank has 
invested Rs. 15.49 lakhs (6.60 percent) in other trustee securities (including 
bonds issued by the NABARD and UTI). If the investment in Government 
and other securities added to its, the proportion to total investment of 
sinking fund, works out below to 7.45 percent only, against the minimum 
limit of 20 percent. The investment in debentures of Land Development 
Banks stood 22.62 percent, which is much below the maximum of 40 
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TABLE 4.7 
PATTERN OF INVESTMENT OF SINKING FUND OF J&K CENTRAL 
CO-OPERATIVE LAND DEVELOPMENT BANK AS ON 3L03.1996 
Purpose 
1 Fixed Deposits with J&K 
State Co-operative Bank 
2 State Government Securities 
3 Bank's own Debentures 
4. Trustee Securities (including 
Bonds issued by the NABARD 
and U.T.I.) 
Total 
Face value 
16409964 00 
200000 00 
5308300 00 
1548954.50 
23467218.50 
(Rs. in Lakhs) 
Percentage 
to total 
69 93 
0 85 
22 62 
6.60 
100.00 
Source: J&K SLDB, Head Office, Srinagar. 
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percent. The main reason for this short fall is that the periods for floatation 
of debentures of LDBs and the availability of funds with it are different. 
The pattern of investment was examined by the study group appointed 
by the committee on LDBs and the following recommendations were made: 
"While considering any changes in the present of investment 
of sinking fund, it is necessary to ensure that the investment 
not only conforms to the three cordinal principles of liquidity', 
safety and profitability, but also that the funds are retained as 
far as possible within the co-operative sector in view of the 
large resources needed by this sector." 
Thus, the investment of sinking fund of the Bank fully satisfied the 
above recommendation.i.e., the investment assures the liquidity', safety and 
profitability as about above 90 percent investment of sinking fund is within 
the co-operative sectors. 
Interim Finance 
Interim Finance is an important source of finance of the Bank. 
Debentures, which are the main source of funds of the land development 
bank, are floated on the security of mortgage. Executed mortgages, without 
payment of consideration do not form part of a valid security. In order to 
convert executed mortgages into paid or effective mortgages so that they 
may become valid security for debentures floatation. It is essential for the 
Bank to make interim financial arrangements to bridge the time gap 
between the period of execution of mortgage deeds and floatation of 
debentures. This arrangement of providing financial accommodation is 
called 'Interim Finance'. 
The interim finance is provided in the form of cash credit and 
overdrafts by the following institutions: 
131 
(a) State/District Co-operative Banks 
(b) State Governtment 
(c) State Bank of India and its subsidiaries, and 
(d) Commercial Banks 
In Jammu and Kashmir, the J&K Co-operative Bank/District Co-
operative Banks and State Bank of India are providing the maximum 
amount of interim finance to the Bank in the form of cash credit and 
overdrafts respectively. The State Government have to stand as runninig 
surety for the payment of principal amount together with interest on the 
amount of interim finance. 
The Bank has to pay higher rates of interest on cash credit and 
overdraft. It paid interest @ 10.5 percent to the State Co-operative Bank. It 
will be beneficial for the Bank to enhance its internal resources and reduce 
its dependence on such external resources. 
Fixed Deposits 
The Jammu and Kashmir Central Co-operative Land Development 
Bank Ltd. found that there was good scope for attracting fixed deposits and 
they can be used as interim finance for which they pay high rate of interest. 
They, therefore, approached the Reserve Bank of India in 1969 for permission 
to accept fixed deposits. In June 1971, the Reserve Bank of India approved 
the scheme of collecting deposits by land development banks in view of 
their inability to tap rural savings by floatation of rural debentures from 
individuals only (except borrowers or their near rediations within a period 
of year from disbursement of the loan or before such disbursement) for a 
period exceeding one year but upto two years at 8 percent interest. The Bank 
also required to keep at least 10 percent of total deposits accepted and 
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outstanding on any day in liquid form either by way of (i) cash with itself, 
(ii) current deposit account with the State Co-operative Bank, and (iii) 
unencumbered securities of State or Central Government. 
Deposits do not play any significant role as a source of finance of 
J&K SLDB. The mortgage banking is entirely different from the deposit 
banking. The Bank generally do not deal in short-term deposits. The Table 
4.8 shows the growth of deposits of J&K SLDB from 1963-64. 
The Table reveals that the deposits of the Bank were Rs. 5.00 lakh in 
the year 1968-69, which increased to Rs. 7.87 lakhs in the year 1978-79; Rs. 
18.24 lakhs in the year 1983-84, showing an increasseofabout 200 percent 
as compared respective year. These deposits have further increased from 
Rs. 89.05 lakhs in 1994-95 to Rs. 101.65 lakhs in 1995-96, indicating an 
increase of Rs. 12.60 over the year 1994-95. This shows that the position 
and growth of the Bank is quite sound. 
Although, the sources of financial arrangements (mostly borrowed) 
already discussed were fund to provide adequate funds to the Bank for 
financing its lending operation, the debendence on borrowed funds is not a 
good indication for any progressive institution. Thus, the J&K SLDB 
should consider the proposed scheme for tapping the rural savings. It will 
also fulfil the requirements set by the Reserve Bank of India Act. 
MANAGEMENT OF FUNDS 
The J&K SLDB came into existance for extending the facilities of 
long-term credit to the farmers of their respective places. As already 
observed in this chapter, the owned funds of the J&K SLDB form a fraction 
of the loaning operations. The bulk of resources, are, therefore, raised by 
the Bank by way of borrowing in the form of floatation of debentures. The 
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TABLE 4.8 
GROWTH OF DEPOSITS OF J&K SLDB 
(DURING 1963-64 TO 1996-97) 
(Rs. in Lakhs) 
Year Deposits Percentage increase/decrease 
1963-64 
1968-69 5,00 
1973-74 10.32 106.40 
1978-79 7.87 -23 74 
1979-80 8 01 1.79 
1980-81 8 47 5.74 
1981-82 15 80 86.54 
1982-83 16 98 7 47 
1983-84 18.24 7.42 
1984-85 20.92 14.69 
1985-86 23.78 13.67 
1986-87 26.83 12.83 
1987-88 31.-25 16.47 
1988-89 37.11 18.75 
1989-90 44.28 19.32 
1990-91 52 45 18 45 
1991-92 6156 17 37 
1992-93 68.16 10.72 
1993-94 77 24 13 32 
1994-95 89 05 15 29 
1995-96 101 65 14 15 
1996-97 78 76 -22 52 
Source: By the courtesy of Managing Director, J&K Central Co-operative Land 
Development Bank Ltd., Srinagar. 
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Bank can float debentures only after advancement of loans which form a 
cover for such floatations. As the Banks owned resources are meagre, they 
raise resources for their initial loaning by way of borrowing for a short 
period as an interim accommodation from the State Co-operative Bank/ 
NABARD. The proceeds of the floatation of debentures are expected to be 
mainly utilised to liquidate the short-term borrowings under interim 
accommodation, which is comparatively costly. The debentures are redeemed 
on the basis of repayment schedule out of the amount of recovery made from 
borrowers and sinking-fund maintained for this purpose. 
The J&K SLDB on their part provide loans to the farmers through 
their branches which are located at the District/Tehsil/Block levels. Branches 
of the Bank can issue loans either from their owned funds and or from funds 
provided by the NABARD. Similarly they have to remit the amount 
received by them on account of recoveries from borrowers. This process 
continues throughout the year at the Apex and Base level. 
From the pattern of working of J&K SLDB and its branches, it 
appears that there is very little scope for accumulation of idle funds at any 
level. Moreover, the Reserve Bank of India has been issuing instructions 
from time to time on this subject to help the Bank in the proper management 
of funds. The important instructions are as under:-
(1) Utilization of owned funds and recoveries effected by State Land 
Development Bank for issue of fresh loans instead or drawing on 
interim accommodation for the purpose and using interim 
accommodation at the time of making appropriations towards sinking 
funds to the extent the recoveries have been diverted for loaning. 
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(2) Proper planning of the debentures floatations to avoid un-profitable 
development of resources. 
(3) Contribution to the sinking fund at proper timings to ensure optimum 
utilization of their resources. 
(4) Introduction of a system of reimbursement by State Land Development 
Bank for funds to be provided to Branches of SLDBs by making use of 
temporar>', Cash credit facilities from commercial or co-operative 
banks. 
(5) Evaluation of appropriate procedures where by the recoveries affected 
by the branches of the Bank are passed on quaickly to the SLDBs so 
that wastage of resources is avoided at any level. 
However, in practice, accumulation of idle funds is fund to be taking 
place both at the level of apex and level of branches resulting in the loss of 
interest to the Bank. 
The Committee, on Co-operative Land Development Banks has 
identified the causes of idle funds which are indicated below;'", 
(i) In the case of Central Land Development Banks, the problem of idle 
funds arises due to drawals on interim accommodation coupled with 
floatation of debentures at a period when the banks have either 
received considerable amount of recoveries or the recoveries are to be 
received shortly after the debenture floatation. It may also arise in case 
interim finance has been utilised for initial loaning although the bank 
has adequate owned funds for the purpose or when debentures proceeds 
have not been used to repay outstanding under the interim 
accommodation. In the case of banks which do not have adequate funds 
10. Reserve Bank of India, Report of Committee on Co-operative Land Development 
Banks, Bombay, 1975, pp. 165-66. 
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and have to depend on interim accommodation for initial operations, 
the problem of idle fund can arise if they do not use part of the 
recoveries in excess of the requirements of sinking fund for fresh 
loaning as also when they do not follow a systematic procedure for 
making contribution towards the sinking fund, 
(ii) In case of Primary Banks, the problem of idle funds arises mainly 
because they do not utilise the amount received from the Central Land 
Development Bank. Promptly in issuing loans or they do not pass on 
the recoveries to the latter regularly. The primary banks are found to 
be doing this because of the apprehension that the Central Land 
Development Bank may not provide them with funds promptly resulting 
in delay in disbursement of loans at their end. The building up of idle 
funds also arises when there is considerably delay on the part of 
primary banks in disbursing second or subsequent instalments of loans 
which may be either due to non-receipt of utilization certificates in 
respect of the earlier instalments or because borrowers do not approach 
the Bank for drawing the amount. In general, the problem of idle funds 
arises because of lack of proper understanding in regard to the period 
when banks need funds for disbursement and the period when they 
receive recoveries from cultivators.(iii) Apart from the reason given 
above, the problem or idle funds in Central Land Development Bank 
can also arise because of unsystematic management of funds and lack 
of proper prospective in regard to the availability of resources from 
time to time. For example, in the case of one Bank it was observed that 
even when it had adequate owned funds, it was utilizing interim 
accommodation for giving loans to cultivators. The Bank was also not 
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following the system of clearing the outstandings in respect of interim 
accommodation after each debenture floatation. At times, the Bank 
was found to be having large amounts in call deposits with commercial 
banks, although it was raising resources on account of interim 
accommodation at a comparatively higher rate of interest. The problem 
of idle fund is also found to arise because of inordinate delays in 
making repayments by primary banks to the Central Land Development 
Bank. 
It is needless to mention here that the working results in the form of 
profits or surplus are realised not merely from the margin that banks 
retained on loans, but depended greatly on the efficient management of 
funds. Thus, proper management of funds of J&K SLDB has greater 
significance particularly as it had to handle mostly the borrowed funds. 
Therefore, the Bank should carefully plan the development of their own 
disposeable resources in the most profitable manner and make determined 
efforts to reduce their dependence on interim accommodation because 
recourse to such borrowings is costly. 
The above discussion indicates that the transactions of SLDB and its 
branches/PLDBs are generally confined to the cash. Hence, the study of 
cash management by the J&K SLDB has been undertaken. 
Measurement of cash blanaces is an important part of the cash 
management. The relevance of cash balance in the study of cash management 
is because of its important role in an organisation. It is the cash which keeps 
an organisation going. Hence, every organisation has to hold necessary cash 
for its existence. But in the modem business world, no business can afford 
the luxury of having too much of cash because of its non-availabilit>' 
138 
particularly due to ever increasing difficulties and cost of borrowings. 
Moreover, cash being the least productive of assets incures for organisation 
as opportunity cost through its non-use. Louis K. Brandt has amply 
emphasised the fact of opportunity cost of cash as under: 
"The cost results from holding cash inactive in the bank or on 
the premises of the enterprise instead of employing it profitably 
in operations. This cost is present regardless of the amount in 
the balance but it becomes more significant as the quantity of 
cash increases. When the stock of cash falls to very low 
levels, cost consideration becomes secondary in importance 
to liquidity risk"." 
In otherwords, there are distinct economic disadvantages in 
maintaining cash inventories which are too far below or above actual 
demand. It is therefore, desirable that the cash balances in the bank as well 
as in the organisation be minimised as much as possible at lowest figures 
adequate to meet current oblications. 
The J&K SLDB has adopted the system of raising funds for its 
lending operations almost through floatation of debentures as already 
discussed in the chapter. The Bank is providing the long-term credit to the 
farmers of the State through its branches located at Tehsil/Block headquarters. 
For this purpose the Head Office provides funds to its branches. The 
branches have been asked to maintain three accounts, viz.. General Accounts. 
Loan Account and Recovery Account with the branch of respective District 
Co-operative Bank. The General Account is to be maintaned for the purpose 
of payment of salary of staff and to meet the recurring and non-recurring 
expenses. The Loan Account at branches being operated to disburse loans 
to borrowers and recovery account is maintained to deposit the amount 
1 I.Brandt, Louis K., Business Finance-A Management Approach, New Jersav. 
1965,p.l21. 
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recovered from borrowers which is to be passed on to the Head Office. 
There is no provision to transfer the money from one account to the other. 
During the past years the J&K SLDB has changed the system of 
providing the funds to the branches for loaning by the Head Office directly. 
Under the present system, the branches have to send their requirements to 
the District Office weekly or whenever they require funds. Thereafter, the 
District Office shall send the consolidated demand for the district to the 
Head Office. The Head Office provides the funds to the District Office 
which are to be distributed among the branches of the district as per their 
requirements. The Branch Manager is made responsible to deposit the 
recovery amount in the recovery account and pass it on to the Head Office 
directly through bankdraft. Besides this, the Head Office has delegated the 
powers to avail cash credit facilities from District Co-operative Bank to the 
extent of Rs. 2 lakhs to each branch. Inspite of the above arrangement, the 
J&K SLDB has huge amount in the shape of cash and bank balances at 
branch level as well as at Head Office level. The reasons are the same as 
described by the Comniittee on the Co-operative Land Development Banks. 
The cash and bank balances of the J&K SLDB as on 31st March, 1992-93 
to 1996-97 have been presented in the Table 4.9. 
Table 4.9 indicates that the cash and bank balances of the branches 
were Rs. 78.81 lakhs as on 31st March, 1993. This figure decreased to Rs. 
37.82 lakhs again increased to Rs. 53.55 lakhs, Rs. 76.85 lakhs and Rs. 
44.37 lakhs by the end of March 1994, 1995, 1996 and 1997 respectively. 
On the other side the cash credit and overdraft account balances of the 
branches showed nil. Similarly, the cash and bank balances at the Head 
Office level were Rs. 60.23 lakhs, Rs. 103.85 lakhs, Rs. 70.89 lakhs, Rs. 
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TABLE 4.9 
CASH AND BANK BALANCE OF J&K CENTRAL CO-OPERATIVE 
LAND DEVELOPMENT BANK LTD. 
(As on 31st March) 
(Rs. in Lakhs) 
S.No. Particulars 1992-93 1993-94 1994-95 1995-96 1996-97 
1. 
2. 
3. 
4. 
Branch Balance 
(a) Cash and Bank 
Balance 
(b) Cash Credit and 
Bank Overdraft 
(c) Net Balance(a-b) 
Head Office Balances 
(a) Cash and Bank 
Balance 
(b) Cash Credit and 
Bank Overdraft 
(c) Net Balance (a-b) 
Cash in Transit 
Total Net Cash and 
Bank Balance 
(l(c)+2(c)+3) 
78.81 
+78.81 
60.23 
124.89 
-64.66 
2.59 
+16.74 
37.82 
+37.82 
103.85 
154.55 
-50.70 
0.25 
-12.63 
53.55 
+53.55 
70.89 
58.70 
+12.19 
0.23 
+65.97 
76.85 
+76.85 
53.62 
26.57 
+27.05 
0.32 
+104.22 
44.37 
+44.37 
53.63 
+53.63 
0.47 
+98.47 
Source: Compiled from the Balance Sheets of J&K Central Co-operati\e Land 
Development Bank Ltd. for the respective year 
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53.62 lakhs and Rs. 53.63 lakhs as against the cash credit and bank overdraft 
account balances were Rs. 124.89 lakhs, Rs. 154.55 lakhs, Rs. 58.70 lakhs, 
and Rs. 26.57 lakhs as on 31st March, 1993,1994,1995 and 1996 respectively. 
A nominal amount was in the transit each year, the highest figure of Rs. 2.59 
lakhs was in 1992-93. If we liquidate the cash credit and bank overdraft 
accounts, out of the money available in the cash and bank balances, the 
figures come to Rs. 16.74 lakhs, Rs. (-) 12.63 lakhs, Rs. 65.97 lakhs. Rs. 
104.22 lakhs and Rs. 98.47 lakhs for the respective years. 
This indicates the attitude of the Bank is not using the money 
recovered for further lending which is based on their conservative thinking 
of keeping money very secure for redemption of debentures and contribution 
towards the sinking funds only. Similarly, the branches are maintaining 
three different accounts for different purpose and they are not impowered 
to transfer money from each other. In other words, the branches are bound 
to avail the cash credit and bank overdraft for loaning operations, although 
there is sufficient amount in the General and Recovery Account. Such 
practice is ultimately- bound to block the liquid resources as well as 
resulting in loss of interest, as the J&K SLDB should not receive any return 
on cash and bank balances, while it has to pay the interest at higher rate on 
cash credit and overdraft accounts balances than other sources. The practice 
of maintaining seperate accounts for different purposes is old technique of 
controlling of diversion of money for other purposes which has been 
adopted by the Government Departments and Social Institutions, where the 
cost of funds has no consideration as they have to receive the funds on 
accounts of aids, grants, etc. In the case of J&K SLDB dealing with 
borrowed funds, the maintenance of seperate accounts is not justified, as 
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diversion of money can be controlled through modern financial techniques 
viz., funds flow statement, cash budgeting, etc. 
The Table further, shows that there is a nominal amount of cash in 
transit every year, which indicates that the present system is more time 
consuming and also there are chances of loss in transit. The District 
Managers have powers to distribute the funds to the branches as per their 
requirements, butthey'havenopowerto transfer the funds of one branch to 
an another branch of the district even the branch has the sufficient idle funds 
in its account and other is in acute needs of funds. 
Thus, the J&K SLDB has the idle fund at the level of branches and 
also at the level of Head Office. This position is not beneficial to the Bank. 
Therefore, it is suggested that J&K SLDB who should evolve the system to 
flow the funds from the Head Office to branches and vice-versa, as under: 
(1) District Office should open a 'Central Account' in respective District 
Co-operative Bank of the district and ask the branches to maintain their 
accounts in the branches of District Co-operative Bank at their 
headquarter. 
(2) The branches should function as pay office of the District Office in the 
matter of cash receipts and payments. The branches of District Co-
operative Bank should be directed to send the debit/credit notes for 
payments and receipts respectively to the District Co-opertaive Bank 
under intimation to District Office of the J&K SLDB. 
(3) The District Office should have close contact with the District Co-
operative Bank and should have a clear and upto date position of the 
account. If the balance of the Central Account exceeds the subsequent 
weekly requirement of the branches of the district, it should be 
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remitted to the Central Account, at J&K State Co-operative Bank. 
Srinagar under intimation to Head Office or Vice Versa. 
For this purpose, an Assistant Manager (Accounts) should be deputed 
in the district office to look after and supervise the funds. In this 
connection, they should be trained with modern financial techniques. 
(4) At the Head Office level, the Bank should open a Central Account in 
J&K State Co-operative Bank, Srinagar and w a^tch the position. If there 
is any deficit, it should be, recouped from drawing the cash credit and 
overdraft account from NABARD/J&K State Co-operative Bank. The 
amount of cash credit and overdraft accounts should be repaid early 
through floatation of debentures. At present the NABARD has allowed 
the banks to float the debentures once in a quarter or even once in a 
celender month. 
(5) If the J&K SLDB has not sufficient funds for redemption of debentures 
or for contribution towards the sinking funds, the Bank should draw the 
deficit amount from cash credit and overdraft for the time being. 
(6) In case the amount available in Central Account exceeds the subsequent 
requirements, it should be utilised for redemption of special debentures 
before the due date or invested into call deposits. 
If the J&K SLDB adopts the above suggested system of flow of funds 
between Branches and Head Office, it shall definitely minimise its liquid 
funds (cash and bank balance) which would result into low cost of funds on 
the one hand and make funds available without delay to the branches for 
providing the loans to the farmers on the other hand. 
CHAPTER - 5 
Loaning Policy and Operation of J8CK 
Co-operative Land Development Bank 
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CHAPTER - 5 
LOANING POLICY AND OPERATION OF J&K 
CO-OPERATIVE LAND DEVELOPMENT BANK 
The innovations in agricultural technology have opened up vast 
potentialities for development of agriculture. They cover a vast spectrum 
ranging from adequate and timely availability of various improved inputs 
such as high yielding varieties of seeds, fertilizers, pesticides, irrigation, 
improved tools and implements on reasonable price to modernisation of 
agriculture with the help oftractors, tubewells, etc. These are the backbone 
of our new agriculture strategy. But mere physical availability of these 
inputs equipments in the market is no guarantee of their effective use by the 
farmers. These inputs can be used by the farmers only when they are made 
capable of using them by making adequate finances available to them and 
that too on soft terms. 
The need of finance for farmers are both short-term and long-term 
which is discussed in presvious chapter. For providing the short-term 
finance to them, a number of institutional agencies are engaged for this 
purpose in Jammu & Kashmir,while the long-term financial needs of the 
farmers are mainly, if not exclusively, provided by the Co-operative Land 
Development Bank. The long-term credit in co-operative sector is mainly 
directed to support agricultural development progranmies. The ultimate 
aim of any development programme is to increase the income of the 
beneficiary and ensuring social welfare backed up by sound economic base. 
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The programme must also naturally increase productivity and production 
besides creating additional employment especially among the rural poor, 
where both un-employment and disguised unemployment are proverbial. To 
solve these problems, the long-term loans have to correlated to the 
agricultural development. 
CONDITIONS FOR A SOUND LOANING POLICY 
An essential aspect of co-operative finance is a sound loaning policy. 
A sound loaning policy of a co-operative institution must ensure the 
following :-
(i) Simplicity In Procedure: A lengthy and cumbersome procedure 
must avoid a sound loan policy. It must be simple in nature so that 
even illiterate cultivators may understand it. 
(ii) Adequancy of Loan: Adequate loans to farmers must ensure a sound 
loan policy. Only adequate loans can ensure fuller utilisation of 
credit and increase in production. If the credit supplied is inadequate, 
it will not only fail to meet the need of the production, but also 
encourage him to misuse the credit for purposes other than production. 
This may lead to repayment difficulties at a large stage. 
(iii) Timely Disbursement of Loans: The supply of credit must be 
available immediately when required. It is said in jurisprudence that 
'Justice delayed is justice denied'. It is also applicable with equal 
force in regard to agricultural credit where 'credit delayed is credit 
denied'. In other words, untimely loans not only defeat the purpose 
for which they are sanctioned but instances are not rare where the 
moneys so received was spent extravagantly. 
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(iv) Production Oriented Loans: The basis of co-operative loans has 
been Hasiyat (status) of the borrowing cultivator which depends 
primarily on the value of land owned by him. This enabled the well-
to-do farmers to garb the lion's share of the advances made by J&K 
SLDB. Cultivators who owned little or no land were unable to obtain 
any loan at all or could get very small amount. As such, their sheet 
anchor still remained the money-lenders even after 35 years of the 
functioning of the J&K SLDB. Hence, if the co-operatives want to 
free the cultivators from the clutches of money-lenders, they must 
change their loan policy to production oriented instead of security 
based. 
(v) Form of credit: It has been generally seen that the loans given in the 
form of cash are very easily diverted to other purposes. Hence, as far 
as possible, they should be given in kind. 
(vl) Reasonable cost of credit: The cost of credit should be reasonable 
while very low rates of interest may encourage unnecessary borrowing 
and very high rates fail to benefit the cultivators. 
(vii) Credit Combined with Technical Guidance : The disbursement of 
credit must be combined with technical guidance related to various 
agricultural operation and scientific usages of various inputs. Such 
credit is called are 'supervised agricultural credit'. If the credit has 
been such a large number of misutilized or unutilised loans. 
(viii) Scientific Repayment Procedures: The sound loan policy must 
ensure scientific repayment procedures. In other words, the amount 
given must be brought back. Proper recovery of loans is advantageous 
for institution, as well as, for the borrower too. 
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PREPARATION OF APPLICATION AND SANCTION OF LOAN 
The Bank accepts the loan application on the prescribed form which 
can be had from the Block Development Officer/Consolidation Officer/ 
Horticulture Inspector/Soil Conservation Officer and Branch Officer of the 
Bank on nominal cost of Rs. 10. The Village Development Officer/ 
Assistant Consohdatiott Officer/Assistant Horticulture Inspector/Assistant 
Field Officer of the Bank/Co-operative Societies help in the prparation of 
the application for loan. The completed prescribed application form 
alongwith the necessary documents should be handed over to above 
concerned authorities, who will send the application of loan through his 
office to the branch of Bank located in that area after making preliminary 
enquiry.' 
The following documents are required with the application for loan^:-
(i) True copy of "Jamabandi" of the entire holding of the applicant, 
situated in the village where from he intends to offer land for security, 
(ii) If the loan is for redemption of mortgage, a true copy of mortgage deed 
attested by the revenue authorities, 
(iii) If the loan is for the purchase of land, a copy of the agreement, if any, 
entered between the applicant and the seller of the land, 
(iv) In case of applicant being a co-operative society, the true copy of 
"Jamabandi" reffered to in (i) above shall be supplied relating to all 
persons whose lands are offered for mortgage and the following 
additional documents regarding itself: 
1. By the Courtesy of Assistant Director, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
2. By the Courtesy of Assistant Director, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
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(a) Copy of the latest orders of concerned officers fixing maximum 
credit, limit and classification. 
(b) Attested copy of its Registration Certificate. 
(c) Copy of its latest audited balance sheet. 
(d) List of members of the society with percentage and complete 
address of all the members. 
Generally, only agricultural land is taken into security. But is case of 
loans for minor irrigation if the value of agricultural land falls short of the 
required security, the cost of improvement i.e., the price of machinary to be 
purchased / installed is added to enable the loanee to get the loan. 
When the applicant submits application alongwith the required 
documents, the Manager of the concerned branch sends the same to the 
Central Office. The case is studied and the land valuation officer of the 
Bank verify the same from the revenue records and the land on the spot, the 
extent and correctness of the demand of the loanee. After necessary 
verification, the land valvation officer sends his recommendation alongwith 
the valvation of land. The case is legally examined and then placed before 
the committee of the Bank for sanction of loan. 
PUBLIC ENQUIRY 
The verification of title to land referring to the land records or by 
obtaining of an encumberance certificate for the past saveral years, in 
respect of the lands proposed to be mortgaged involved considerable time 
in processing of loan proposals. In this context the All India Rural Credit 
Survey Committee (1954) had recommended that State Government should 
take suitable steps, including amendment of the relevant law which had the 
effect of reducing substantially the delay involved in examining the title for 
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verifying prior encumberances and registering the mortgages. In this 
connection in the State of Jammu & Kashmir after the receipt of loan 
applications, the receiving officer makes a careful seruting of them, and 
forwards, them to the Public Enquiry Officer, who generally is the Block 
Development Officer. Under the Jammu & Kashmir Co-operative Societies 
Act, a public notice is issued by the Enquiry Officer, calling upon all 
persons interested in the land of the cultivator to present, within eight days, 
their objections, if any, in person, at a time and place fixed therein. During 
this period of eight days, any person interested in the land of cultivator, may 
raise objection. To give a wide to this enquiry, the Chowkidar of the village 
has to affix a copy of the enquiry notice at a prominantpublic place in the 
village. He may also inform the villagers about such loan application by 
best of the drum. In this way, all possible measures are taken by the Enquiry 
Officer to inform the public about the intention of the cultivator to obtain 
long-term credit from the Land Development Bank. After ensuring that the 
public notice has been served properly, the public enquiry officer hears the 
objections, if any, of the interested persons at the place and time fixed for 
the purpose. The Officer considers every objection submitted to him, and 
makes an order in writing upholding or overruling it. If no objection are 
received within the stipulated period, the Public Enquiry Officer issues a 
'No Objection Certificate'.' 
This procedure of holding a public enquiry has legal importance, for 
it ensures the acceptance of unencumbered land by the Land Development 
Bank as a mortgage offered by the cultivator. This practice also reduces the 
sanction of take loans. 
3. Brief Note regarding Enquiry to Bank Loan, J&K Co-operative Land Development 
Bank Ltd., Srinagar, 1994. 
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DISBURSEMENT OF LOAN 
If the application is approved and the loan is sanctioned, the farmer 
is informed accordingly, and is asked to come to the branch of the Bank to 
mortgage his land, if necessary. After completing this process, the branch 
pays the sanctioned loan to the farmer. With a view to avoiding the possible 
misutilisation and also insisting on the end use of loan, the loan is disbursed 
in instalments as recommended by NABARD. The number of instalments 
are fixed on the basis of amount of loan and necessary time required for 
completion of the project. Keeping in view, the vital importance of 
punctuality and adequacy of agricultural credit, attempts have been made to 
disburse the required loan within 30 days from the date of submission of 
application. 
It is an established fact that enhancement in agricultural productivity' 
is possible only through adoption of modem techniques of farming which 
requires a huge amount of investment. But under the prevailing conditions, 
the resources owned or other-wise available to majority of the farmers in 
Jammu and Kashmir are quite inadequate for switching over to modem 
technology. It is, indeed, low productivity that necessarily keeps the 
cultivators experiencing shortage of funds. This keeps their credit worthiness 
and repaying capacity at low pace, which, in turn, deprives the farmers of 
getting large amounts of institutional credit for investment in agriculture. 
The situation has not changed much inspite of the Government efforts 
to enlarge the scope of creidt availability to farmers through revitalising the 
co-operative credit structure and bringing the nationalised banking sector 
in this field. Majority of the farmers still fail to avail the credit facility not 
only on account of low credit-worthiness and poor repaying capacity but 
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also due to the complicated and expensive procedure of medium and long-
term borrowing from institutional agencies. Also the institutional lending 
of these loans is land aSset oriented and, thus, of little help to the small and 
marginal farmers. In addition, the situation aggravates since part of the 
loans borrowed by the farmers are not used for the purposes for which it is 
given and, as a result, the repayment of loans becomes most difficult task. 
The economically weaker section of farmers, consequently continues to be 
in the clutches of private money- lenders and under such conditions, 
farmers hardly think of long-term investments on agricultural development. 
Hence, the State Government, by establishing this Bank, has opened 
fresh avenues to the teeming agriculturists of the State to get long-term 
loans at reasonable tate of interest from the Bank for agricultural 
development. 
So far as achievement of the Bank is concemed,the Table 5.1 shows 
that the Bank is busy in advancing a huge amount of loans for various 
purposes. Out of the total loan disbursed, the major portion is utilised for 
purchace of tractors and farm mechanisation. 
QUANTUM OF LOAN 
Presently, the quantum of long-term credit advanced by the Jammu & 
Kashmir Land Development Bank is initially linked with the acreage of land 
owned by the cultivator. The loaning policy of the Bank is, therefore, 
essentially ' Security oriented'. In other words, a farmer of big holding is 
in a position to obtain a larger amount of credit because of the large size of 
holding than a farmer of small holding. 
A farmer may obtain a loan from the Bank upto 50% of the value of 
the mortgage land. However, the limit is 75% in case of small farmers. 
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TABLE 5.1 
PURPOSE-WISE ADVANCEMENT OF LOANS BY THE JAMMU AND 
KASHMIR CENTRAL CO-OPERATIVE LAND DEVELOPMENT 
BANK LTD (UPTO MARCH, 1996) 
(Rs. in Lakhs) 
Purpose 
1 Purchase of Tractors 
2 Purchase of Land 
3 Barbed wire Fencing 
4 Construction of Sheds 
5 Purchase of Pumpsets 
6 Sinking of Wells 
7 Safiron Classification 
8 Farm Mechanisation 
9 Others 
Total 
Amount 
1571 73 
545 70 
440 50 
320 96 
180 50 
150 30 
70 56 
960 43 
27 98 
4490.96 
Percentage 
34 99 
12 15 
9 81 
7 15 
4 02 
3 35 
1 57 
2139 
0 62 
Source: Compiled by the courtesy of Assistant Director, J&K Central Co-operative Land 
Development Bank Ltd , Srinagar 
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While in terms of the project cost, the Bank generally provides 85% to 95% 
of the project cost as loan and the rest of the project cost is to be homed by 
the farmer themselves/ 
The method of calculation of credit-worthiness of the borrower, 
followed by the J&K SLDB is explained as below:.' 
(i) Credit worthiness determined on theiasis of incremental income 
(Incremental Income = Net income of benefited land after proposed 
project minus net .income before proposed project.) of the farmer, or 
(ii) 50 percent of the market value of the land to be mortgaged, or 
(iii) 50 percent of land valuation (Land valuation is done on the basis of 
average sale statistics of the land in the area for the last 5 years or 8 
times of the post development income, to be generated after the 
proposed development. In case of non-farm sector, valuation of land is 
done on the sale statistics while in cases of farm sector valuation of 
land is done on the basis of post development income) plus Rs 4,000/ 
Rs 25,000 or 50 percent of the project cost whichever is less in case of 
minor irrigation project/purchase of tractor respectively. 
The lowest credit worthiness on the basis of (i), (ii) and (iii) formulae, 
shall be treated as credit - worthiness of the farmer for purposes of loan. But 
in practice, the last formula, i.e. (iii) is used by Bank for determination of 
creditworthiness of the borrower. 
The amount arrived at as above which is considered the maximum 
amount of loan to the farmers subject to the maximum ceiling of loans as 
4 Co-operative Agricuhure and Rural Development Banks, Executive Summar>, 
National Co-operative Agriculture and Rural Development Bank's Federation Ltd , 
Mumbai, 1996 
5. By the Courtesy of Land Valuation Officer, J«feK Co-operative Land Development 
Bank Ltd , Srinagar. 
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prescribed by the NABARD from time to time. 
At present, the maximum amount of advances based on unit cost 
prescribed by NABARD has bean shown in Table 5.2. The table reveals that 
the maximum loan available is Rs 12,000 for minor irrigation project and 
Rs 75,000 for the purchase of a tractor. 
From the foregoing discussions, it is clear that the Bank has been 
following, since its inception, a grossly unrealistic and defective policy of 
advancing loans to the farmers on the basis of their land holdings. Though 
emphasis on land development became the main activity of th LDB since 
around 1966, the traditional orientation in the field of providing long-term 
loans, the attitudes of staff towards land valuation and taking security from 
the farmers has not undergone a very much change. The attitude and the 
emphasis of personnel working in the Bank is still security oriented and not 
enterprising and efficiency oriented. 
The rule of thumb policy is distined to favour only big farmers. At 
many occasions such a policy of advancing loans leads to red tapism, delay, 
in-adequacy of amount, resulting ultimately misutilisation and diversion of 
such loans. A very simple example is clear the point. Suppose, a farmer 
own 2 acres of unirrigated land and pays a total land revenue of Rs 10 per 
annum and farmer wants to instalment a pumpet, which costs Rs 10,000. He 
has net surplus of Rs. 1,000 and needs a loan of Rs. 9,000. If he applies for 
a loan of Rs. 9,000 to the Bank, he will get a loan of Rs. 8,000 calculated 
as below: 
Rs. 10 X 800 X 50/100 + 50% of project cost or Rs. 4,000 which ever 
is less. 
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TABLE 5.2 
STATEMENT OF MAXIMUM CREDIT LIMIT 
S.No. Purpose Maximum Loan Limit (Rs.) 
1 Diesel Engines (according to H P) 4,000 00 to 8,500 00 
2 Pumpset/Electric Motors 4,400 00 to 10 000 00 
(including accessories according 
t o H P ) 
3 Tubewells (Diesel/Electric) 5,150 00 to 7,000 00 
4 Thresher (upto 5 H R) 1,400 00 
5 COW (one) 2,500 00 to 4,000 00 
6 Goats (4 female and one male) 2,050 00 
7 (a) sheeps (20 Eves and one Ram) 3,600 00 to 4,460 00 
in plain Region 
(b) sheeps (20 Eves and one Ram) 5,650 00 to 6,200 00 
in Hill Region 
8 Dunlop-carts (according to size & make) 3,200.00 to 4,300 00 
9 Horse Cart 5,000 00 
10 Gobar Gas Plants 4,250 00 to 22,250 00 
11 Orchards 4,200 00 to 6,200 00 
12 Tractor 75,000 00 
Source: By the courtesy of the Assistant Director, J&K Co-operative Land Development 
Bank Ltd , Srinagar 
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Evidently, he cannot buy a pumpset, as he has only Rs. 9,000 (own 
Rs. 1,000 and Rs. 8,000 loan from the Bank ) in all. 
Take another example, a farmer has 30 acres of irrigated land and 
pays Rs. 300 as land revenue per annum. He wants to purchase a tractor 
costing Rs. 1,00,000 and he has Rs. 10,000 surplus with him. If he applies 
for a loan, the calculation will be made as below: 
Rs. 300 X 800 X 50/100 + 50% of the project cost or Rs. 25,000 
whichever is less 
= Rs. 145,000. He will be granted not Rs. 1,45,000 but Rs. 75,000 
which is the maximum ceiling fixed for purchase of tractor. Thus he can not 
buy the tractor as he has only Rs. 85,000 in all. 
It may not be out of place to mention here that every farmer seeking 
to borrow from the J&K SLDB has to contribute a certain number of shares 
in proportion to the amount of loan. At present, this is 3 percent in case of 
small farmers while for others, it is 5 percent of the loan to be sanctioned.* 
As a matter of fact, no borrower pays the share amount earlier. Rather it is 
adjusted with the loan amount. Thus, this further reduces the amount of loan 
paid to the borrower. 
In other words, the Bank sanctions loans much less than required by 
the borrower in large number of cases. This is mainly because present 
method of land valuation based on land revenue rate is not scientific and is 
unfavourable to farmers. In such a situation, the borrowers can do hardly 
anything else than diverting this sum towards unproductive channels or 
misutilies it in a manner that is socially undesirable. It calls for the 
natinalisation of the valuation method to improve the situation. 
6. By the Courtesy of Regional Manager, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
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METHOD SUGGESTED 
A scientific method of land valuation should take into account 
different factors such as type of soil, its input absorption capacity, cropping 
pattern, crop yields and the price trend with affect the farm income. But it 
is not possible to keep factors into consideration for each farm because of 
small land holding and thereby making the whole exercise highly expensive 
for the Bank. Therefore, to start with a compromise solution may be adopted 
with the help of technical experts. The Bank may divide each area (Tehsil 
or District) on the basis of homogeneity of agricultural situation. For 
homogenious tracts, land appraisers may determine the average value for 
dry/irrigated land separately. While doing this, proper weightage may 
particularly be given to the factors metioned above. The average value of 
land determined by the experts, may serve a standard, and the individual 
cases in the tract may be decided in the context of this standard. It may be 
mentioned that industrialists are required to submit feasibility reports for 
projects for getting loans from banks/finanicial institutions. Similar 
procedure should be followed by the Land Development Bank also while 
advancing loans to the farmers. This will help in determining the profitability 
of the project undertaken by the borrower. 
To keep farm records and not practice of farm planning and budgeting 
is the only problem by the farmers. But if the Bank starts insisting on such 
a criterion, the farmer would automatically start falling in line. They may 
take the help of experts from the Government Agricultural Department or 
the experts of Bank itself in preparing the economic feasibility plan of their 
farming for which the loan is being sought from the Land Developent Bank. 
This will also enable them to know about the details on their projects. 
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REAPPRAISAL OF COST 
For sinking and repairing of wells and other unidentifiable 
productive purposes the cost of project has been found higher or lower than 
the amount sanctioned for it. Under this condition, the borrowers adopt the 
following practices: 
(i) In case, the loan received from the Bank falls short of the requirement: 
(a) to obtain additional credit which is difficult to get once the entire 
land of a borrower is already mortgage to the Bank; or 
(b) to invest the available fund without completing the project in 
hand and thereby blocking the funds. 
(ii) In case, the loans received from Bank are in access of the requirement, 
they invest only a small amount of money in order to obtain final 
instalment of loan from the Bank and divert rest of the fund for other 
purposes. 
Naturally, under the above practices, borrower do not attain the 
income level that could enable them to pay off the instalments of loan. As 
a result, a good number of such projects are not able to make much headway 
and investment in a large of such cases get either blocked or diverted. 
Thus, there is a need for flexibility in determining the cost of 
improvements. It is suggested that a revision of cost estimated should be 
undertaken before the disbursement of further instalments of loan. It at that 
time, the cost is found to be higher than sanctioned loan, additional amount 
may be sanctioned without stipulating any condition. Conversely, if the 
loan amount advanced thus for, exceeds the actual cost, the further instalments 
may be scaled down proportionately. 
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RATE OF INTEREST 
The lending rate is determined by the Board of Directors in consultation 
with the trustee taking into consideration, the rate of interest at which the 
Bank can raise money of float debentures. The current rate of interest at 
which loans are granted by the Bank are:^ 
(i) Upto Rs. 25,000 12%p.a. 
(ii) From Rs. 25,001 upto Rs. 2 lakhs 14% p.a. 
(iii) Above Rs. 2 lakhs: 
(a) For reclamation of land, dry farming. 
Ml works undertaken by co-operative 
institution, corporations etc. 14% p.a. 
(b) Others under NABARD refinance scheme 15% p.a. 
(iv) Above Rs. 2 lakhs for NFS 15% p.a. 
PERIOD OF LOAN 
The period of loan sanctioned should normally by limited to the 
active economic life of the assets is the main principle of sound land 
development banking. As per RBI directive, in no case the period of loan 
should exceed 15 years even though the economic life of the assets created 
out of loan might be longer. At the time of determining the actual period of 
loan, in addition to the amount of the net surplus from farm and non-farm 
income, other factors viz., quantum of loan, repaying capacity, etc.. should 
also be taken into account to ascertain if a reduction in the period would be 
feasible. The Bank has fixed different loan periods of different purposes 
which are;* 
1. Construction of new wells/ tube wells 15 years for small 
farmers and 9 years 
for other farmers. 
7. By the Courtesy of Assistant Director, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
8. By the Courtesy of Regional Manager, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
160 
2. 
3. 
4. 
5. 
6. 
7. 
10. 
11. 
Deepening and repair of existing wells. 
Preparation of land for irrigation 
Drainage, reclamation from rivers or 
other waters or protection from floods 
or from erosion or other damage by water 
of land used for agriculture 
Horticulture 
Purchase of pumpsets 
Increase the productive capacity' of 
land by addition to it of special 
variety of soil 
Purchase of Tractors/Threshers and 
other agriculture machinery 
Construction of tanks and other works 
for storage supply or distribution 
of water 
Construction of farm houses, cattle 
sheds and sheds for processing 
agricultural produce at any stage 
Purchase of land for consolidation 
7 years 
7 years 
7 years 
4 to 10 years 
9 years 
5 years 
9 years 
9 years 
7 years 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
of holding 
Dairy development 
Poultry 
Drip irrigation 
Linining of field channels 
Gobar gas 
Bullock cart 
Fisheries/Sericultore/Nursery/Flori 
Power Thresher 
It is observed that the period of 1 
iculture 
oans are 
10 years 
5 years 
6 years 
9 years 
9 years 
5 years 
6 years 
5 years 
6 years 
fixed by J&K SLDB in a 
mechanical manner without working any exercise in regard to the overall 
income on the repaying capacity of a borrower. It has to be noted that the 
long-term resources for financing development programmes of agriculture 
are in most cases from outside sources. It would be quite appropriate, 
therefore, to have a rotation offered in as minimum a period of time as is 
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legitimately possible with reference to the income and repaying capacity of 
borrowers. 
SUPERVISION AND FOLLOW-UP MEASURES 
It is an irony that J&K Land Development Bank takes no fallow-up 
measures after the disbursement of loans. All the pains taken for collecting 
informations regarding cropping pattern remain is the files only. But the 
success of the production orientet system of long-term lending depends on 
the effective follow-up measures by the Banks relating to the watching of 
the utilisation of loans and keeping is close and continuous touch with the 
borrowers until the loan is fully repaid. The watching of utilisation of loans 
is essential, so as to stop, its spending for purposes other than sanctioned 
by the Bank. The continuous and close touch with the borrowers is required 
to ensure supply of production credit and agricultural requirements like 
seeds and fertilizers as well as to provide assistance by way of technical 
guidance from the extension staff so that they may adopt the proposed 
cropping pattern and get full benefit from the investments made and to able 
to make prompt payment of loans. 
We, therefore,suggest that a system of periodical reporting should be 
adopted for maintaining a close watch on the economic benefits derived by 
the borrower from the investment made out of the bank's loan. Under this 
system, the field staff should maintain active contact with the borrowers and 
maintain the relevant information in the form of a credit card or a file for 
each one of them. If there is an adverse result, it should be reported to the 
branch concerned for corrective and necessary action. 
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QUANTITATIVE EXPANSION OF CREDIT 
Today, the Bank not only provides loans for traditional items like new 
wells, deepening of existing wells, lining of field channels, pumpsets, 
tractor etc., under the NABARD and Government sanctioned schemes, but 
it is also providing loans for other diversified purposes like horticulture and 
fruit plantation, dairy, poultry, sheep and goat etc., to make the State self 
reliant in terms of food- grain production and to raise the living standards 
of the farmers of the State. The loan advanced by the J&K SLDB during 
1963-64 to 1996-97 are presented in Table 5.3. 
From the Table, it indicates that the Bank has played a vital role in 
building-up the rural economy of State by providing long-term viz., ordinary 
and special loans for the various schemes. During the 1st decade of its 
working i.e., 1963-64 to 1972-73, the quantum of advances does not seen 
satisfactory. This was mainly because of the fact that during this decade 
Bank being in its inception stage faced various difficulties in preparation of 
new schemes and expansion of business and diversification of its activities 
towards other fields. The total advances during this period have been only 
Rs 344.30 lakhs. Moreover, during this period there was a boarder tension 
between India and Pakistan, which also hampered the working of the Bank. 
The Table reflects that during second decade between 1973-74 to 1982-83, 
the loaning volume of the Bank has increased from Rs 344.30 lakhs to Rs 
541.53 lakhs recording an overall increase of 31.14 percent. During the 
third decade between 1983-84 to 1992-93, the volume of advances increased 
from Rs 451.53 lakhs to Rs. 2408.29 lakhs showing an increase of 433.86 
percent. This is the period when the farmers of State started the use of 
mechanical equipments like tractors, harvesting machines, electric tube 
TABLE 5.3 
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YEAR-WISE BREAKUP OF LOANS UNDER 
NORMAL AND SPECIAL OF J&K SLDB 
(DURING 1963-64 TO 1996-97) 
(Rs. in Lakhs) 
Year 
Amount Advanced 
Normal Special 
Total 
Percentage Increase/ 
Decrease in Total 
Advance 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
5 23 
7 68 
4 26 
12 85 
17 75 
28 32 
2147 
34 72 
44 45 
62 09 
22 44 
32 58 
19 18 
22 77 
20 00 
26 50 
27 19 
48 12 
39 80 
45 50 
59 20 
69 18 
60 30 
62 15 
78 80 
97 30 
55 10 
20 12 
479 92 
46 83 
30 54 
15 81 
21 53 
29 66 
-
-
-
-
20 49 
32 49 
26 78 
17 85 
5 35 
251 
0 84 
0 27 
0 05 
0 12 
-
3 20 
24 10 
18 42 
42 15 
48 30 
16 15 
34 08 
105 03 
125 15 
118 12 
115 16 
200 30 
240 73 
-
372 12 
395 60 
419 15 
435 10 
464 89 
5 23 
7 68 
4 26 
12 85 
38 24 
60 82 
48 42 
52 57 
49 80 
64 60 
23 28 
32 85 
19 23 
22.89 
20 00 
29.70 
51.29 
66 54 
8195 
93 80 
73 35 
105 26 
106 33 
187 30 
196 92 
212 46 
255 40 
260 85 
479 92 
418 95 
426 14 
434 96 
456 63 
494.56 
46 85 
-44 05 
201 06 
197 59 
58 25 
-20 67 
08 95 
-25 27 
29 72 
-63 96 
41 11 
-41 46 
19 03 
-12 62 
48 05 
106 90 
29 73 
23 16 
14 46 
-21 80 
40 78 
60 11 
13 29 
05 14 
07 89 
20 21 
02 13 
83 98 
-12 70 
01 72 
02 07 
04 98 
08 31 
Source: (i) Data collected from the financial statements 
Bank from 1963-64 to 1996-97 
of the J&K Land Development 
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wells etc., which demanded heavy investment. This period shows a 
continuous increase in the amount of loans. 
COMPARISON OF CREDIT ADVANCED IN JAMMU AND KASHMIR 
WITH OTHER STATES 
It is worth while to assess the relative performance of J&K SLDB in 
providing long-term credit to farmers in comparison with the position 
obtaining in other States. The Table 5.4 presents the amount of advances 
made by the various Land Development Banks of the country by the end of 
March, 1993. 
It can be seen from the Table 5.4 that the Jammu and Kashmir 
accounted for 0.34 percent of total advances made to the farmers by the 
Land Development Banks of the country upto March 31, 1996 and ranked 
much below. As regards average loan per hector, it was Rs. 107.74 which 
is lower than All India average loan advanced (Rs. 420.08) per hector. When 
we consider, advances per cultivator, Jammu and Kashmir is placed on the 
twelveth position among all States. It should be noted that Jammu and 
Kashmir's average loan (Rs. 420.31) per cultivator is much below the All 
India average of Rs 1486.26 advanced per cultivator. 
LOAN DISBURSEMENTS - A PURPOSE-WISE ANALYSIS 
The Committee on Direction of Rural Credit Survey (1954) 
recommended that the land mortgage (now development) banks should 
orient their operations to productive purposes i.e., they should give first 
priority to applicants for loans for improvement, reclamation and 
development of land, purchase of agricultural machinery and equipments 
and similar productive purposes. They should discourage applications for 
non-productive loans. The Committee also recommended that the 
TABLE S.4 
STATEMENT OF TOTAL LONG-TERM 
LOANS DISBURSED 
(UPTO 31st, March, 1996) 
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(Figure in Lakhs) 
i.N 
1 
[, 
I 
i. 
\ 
V 
). 
^ 
? 
). 
10. 
11. 
12. 
13. 
[4. 
15. 
16. 
17. 
18 
19. 
10 
n. 
!2 
io. Name of the 
Bank 
2 
Andhra Pradesh 
Assam 
Bihar 
Gujrat 
Har\ana 
Himachal Pradesh 
Total 
amount 
disbused 
3 
178144.24 
1856 69 
38825.27 
47029 56 
86133.72 
3564.34 
Jammu & Kashmir 4114.81 
Kamataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Manipur 
Orissa 
Pondicherr>' 
Punjab 
Rajasthan 
Tamil Nadu 
Tnpura 
Uttar Pradesh 
West Bangal 
SCBs 
Delhi 
Goa 
106549.26 
69692.52 
64312.66 
136?78.49 
74.75 
18288.19 
861.78 
101723.85 
52503.42 
72710.56 
527.82 
193455.17 
23789.59 
-
216 33 
Percentage 
of total 
loan 
Disbursed 
4 
14.83 
0.16 
3.23 
3.92 
7.17 
0.30 
0.34 
8.87 
5.80 
5.35 
11.40 
0.01 
1.52 
0.07 
8.47 
4.37 
6.05 
0 04 
16.10 
1 98 
-
0 02 
No. of 
operation 
holding 
5 
61.54 
22.54 
99.36 
27.13 
9.99 
6.21 
9.79 
38.11 
35.01 
60.61 
57.64 
NA 
15.04 
NA 
35.76 
43.65 
61.12 
NA 
169.71 
52 67 
NA 
NA 
Area of 
operation 
holding 
Loan 
per 
culti-
(in Hactor) vator 
1993-93 
6 
274.4 
78 5 
173 3 
188 3 
44 0 
24.1 
190.5 
38.9 
442.1 
307.6 
NA 
155.4 
NA 
50.3 
342.3 
129.9 
NA 
298.3 
88 5 
NA 
NA 
(3^6) 
7 
2894.77 
82 37 
390.75 
1733 49 
86.22 
573.97 
420.31 
2795.83 
1990.65 
1061.09 
2374.71 
-
1215.97 
-
2844.63 
1202.83 
1189.64 
-
1139 92 
451 67 
-
. 
Loan 
per 
Hactor 
(3-6) 
8 
649 21 
23 65 
224 04 
249 76 
1957 58 
107 04 
170.74 
559.31 
1791 58 
145 47 
444.99 
-
11768 
-
2022 34 
15338 
559 74 
-
648 53 
268 81 
-
_ 
Total 1201298.02 100.00 808.27 2859.7 1486.26 420.08 
source: Col. 3 - Statistical Table relating to working ofLDB 1995-96. ofNCLD Federation, 
Mumbai. 
Col. 5 & 6 - Agriculture Census 1995-96. 
N.A. = Not Available 
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applications for loans above a specific figure should not be entertained, 
unless the loan was for agricultural development and special effort should 
be made to popularize productive loans.' Inspite of these specific 
recommendations of the All India Rural Credit Survey Committee and 
directions of the RBI from time to time, these banks continued to advance 
loans for redemption of prior debts. 
Agricultural Refinance Corporation later on renamed as Agriculture 
Refinance and Development Co-operation (ARDC) opened a new era in the 
histor>' of land development banking in 1963. It enhanced the scope for the 
introduction of production oriented system of lending by LDBs as the 
refinance facilities provided by ARDC were based on production oriented 
system. In 1964-65,the Reserve Bank of India went a step further in this 
regard. It announced that those LDBs which advanced at least 80 percent of 
their loans for productive purposes would be eligible for contribution to 
their debenture issues by RBI, SBI and LIC. This percentage was further 
enhanced to 90 percent in 1967-68. Subsequently, in 1969, RBI decided that 
LDBs should advance 90 percent of the loans for productive purposes of 
which at least 70 percent should be for easily identifiable productive 
purposes.'" 
It would be interesting to note that J&K LDB has provided a credit of 
Rs. 4490.96 lakhs upto March, 1996 since its inception. Of this, Rs. 1571.33 
lakhs and Rs. 960.43 lakhs relate to purchases of tractors and farm 
mechanisation respectively. They constitute 34.99 percent and 21.39 percent 
respectively of the total loans advanced by the Bank since its inception. It 
9. All India Rural Credit Survey Committee Report, RBI, Bombay 1954, p.368. 
10. Report of the Agricultural Finance Sub-Committee, RBI Bombay (Reprint). 1965. 
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reveals that the Bank has mainly extended its credit for purchase of tractors. 
During the entire period, minor irrigation attracted the lion's share of 
its loans. But it is to be noted that the share of wells, irrigation schemes, 
though on increase in absolute terms, is declining in percentage terms. The 
advances for fencing and for laying pipe-lines or field channels are. more 
or less, on constant increase, though its share was small. Thus the Bank's 
lending for agriculture.has 'windened' over the period to include financing 
of dairy development, piggery, poultry, sheep & goats, horticulture and 
bullock carts, etc. 
I have also made an analysis of the loan disbursement by Bank with 
reference to the target for 3 years (1994-95 to 1996-97). The total 
disbursement programme of Rs. 1201.00 lakhs was envisaged for the 3 
years which is presented in Table 5.5 
An analysis of Table 5.5 makes an interesting reading. When we 
compare the financial target set for the years with that of achieved during 
the years, we find that out of a target of Rs. 1201 lakhs to be distributed for 
various purposes during the years, it could distribute Rs. 1280.05 lakhs. It 
comes to higher than 6.58 percent. 
From the above analysis, it is observed that more than 96.39 percent 
loans has been distributed for farm mechanisation and diversified purposes. 
These loans can be obtained by those farmers who have minimum 4 hectares 
of land for farm mechanisation and 0.8 hectares of land for diversified 
purposes. Moreover, more than 50 percent of operational holdings are 
below 0.5 hectares in the State. Thus the affluent farmers owning big 
holdings are the beneficiaries of land development bank in Jammu and 
Kashmir. Besides, the staff at branches of the Bank favours loans for 
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TABLE 5.5 
TARGET AND ACHIEVEMENT OF LOAD DISBURSEMENT 
OF J&K SLDB DURING 1994-95 TO 1996-97 
(Rs. in Lakhs) 
Purpose Target Achievement 
(1994-95 to 
1996-97) 
Percentage of 
Achievement 
1 Minor Irrisation 44.50 45.34 101 89 
2 Farm Mechanisation 945.00 1011.37 107 02 
3 Diversified Purposes 210.00 
4 Land Development 1.50 
Purposes 
222 41 
0.93 
10.5 91 
62.00 
Total 1201.00 1280.05 106.58 
Source: By the Courtesy of the Assistant Director, J&K Co-operative Land Development 
Bank Ltd., Srinagar. 
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tractors because the loans target could be achieved even with a small 
number of borrowers which could reduce the work-load and the burden of 
servicing of loan. Since the loan in the case of tractors is given directly to 
the third party, there is no need for spot inspection and verification of tlie 
loans. This further reduces the work load of the staff. 
DISTRICT-WISE LOAN DISBURSEMENT 
Because of the unique criteria of advancing loans, the loans of Bank 
have not been evenly distributed as between different districts of the State. 
Table 5.6 which contains data for 1987-88 to 1996-97 reveals this 
fact. Srinagar, Jammu and Pulwama are relatively more prosperous districts 
of the State and these districts occupied the first three places in the list both 
in terms of loan per hectare of net area sown and loan per cultivator during 
this period . It is evident from the Table that as against the State average of 
Rs. 292.70 per cultivator, Srinagar, Jammu and Pulwama claimed a loan of 
Rs. 432.41, Rs. 347.93 andRs. 263.97 per cultivator respectively. Similarly, 
as against per hectare the loan of Rs. 413.36 for the whole Jammu and 
Kashmir, these districts accounted for a loan of Rs. 653.22, Rs. 408.11 and 
Rs. 369.56 per hectare respectively. If we arrange the remaining districts 
of the State in descending order on the basis of loan per hectare, the districts 
of Anantnag, Baramullah, Udhampur and Kathua would be placed in order. 
Similarly, if we arrange the districts on the basis of loan per farmer the order 
is almost the same. 
It is thus, clear from the above that the loan advanced by the J&K 
SLDB, had a definite tendency to flow towards more developed districts of 
the State at the cost of less developed districts. This state of affairs has 
certainly contributed towards aggravating the district disparities and 
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TABLE 5.6 
DISTRICT-WISE LOAN DISBURSMENT OF 
J&K SLDB DURING 1987-88 TO 1996-97 
(Rs. in Lakhs) 
Name of 
District 
Total Loan 
Advanced 
No. of Net Area 
Cultivators Sown 
(1981) (1993-94) 
Loan per Loan of Hectar 
Cultivator of Net Area 
(Total loan sown (Total Loan 
Advanced/No. Advanced/Net 
of Cultivators Area sown 
in District in District 
1. Srinagar 614.03 
2. Baramullah 502.83 
3. Anantnag 
4. Pulwama 
5. Jammu 
6. Udhampur 
7. Kathua 
Total J&K 
325.09 
203.26 
755.00 
444.19 
193.83 
3038.23 
1.42 
1.94 
1.37 
0.77 
2.17 
2.07 
0.64 
10.38 
0.94 
1.33 
0.83 
0.55 
1.85 
1.27 
0.58 
7.35 
432.41 
259.19 
237.29 
263.97 
347.93 
215.58 
302.86 
292.70 
653.22 
378.07 
391.67 
369.56 
408.11 
349.76 
334.19 
413.36 
Source: 1. For Col 1: J&K Co-operative Land Development Bank, Srinagar 
2. For Col. 3&4, Digest of Statistics 1995-96, Directorate of Economics and 
Statistics, Planning and Development Deptt. J&K Government. 
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inequalities in the State of Jammu and Kashmir. 
SUGGESTIONS 
We therefore, offer the following suggestions to reorient the lending 
policy of J&KSLDB: 
1. The J&K SLDB officials should in accordance with the new strategy, 
give up their policy of advancing loans only to those who are pushing 
enough to knock at the Bank door, ask for the loan and get it. Instead, 
they will have to adopt a more dynamic and active policy of waking up 
the underdo, shaking the apathetic among the farmers out of their 
slumber of ages and ushering them into an era of new activities and 
taking advantages of the technology development. 
2. J&K SLDB should change its lending criteria from' security oriented' to 
'development oriented', i.e., criterion for advancing loans to the fanners 
should not be the size of land owned by the borrowers, but the economic 
worth of the project for which loan is required. 
3. An overall lending programme of branches are fixed on the past recovery 
performance of concerned branch by J&K SLDB. These programmes, 
besides being unrealistic, were prepared on adhoc basis without being 
linked to the specific needs and scope for agricultural development" in 
the area concerned. Since lending for agricultural development has to 
be on a planned basis, J&K SLDB will have to ensure that the branches 
should advance loans with reference to potential for development in 
specific need of local areas under their jurisdiction. The introduction of 
a system of specific linking of the annual lending programme of the 
branches to the development potential in specific area with reference to 
the needs of different categories of cultivators, specially marginal 
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farmers and other weaker sections of the community will bring about a 
systematic approach in loaning operation of branches and would, thus, 
make the annual lending programmes realistic instead of their being 
adhoc and general. 
4. The J&K SLDB should be in close and continuous touch with the 
borrowers until the loan is fully repaid. As per the practice 'prevalent 
today, the J&K SLDB officials tend to meet the beneficiary only twice, 
once, at the time of disbursing the loan and the other, at the time of 
recovery drive. But the success of production oriented long-term 
lending depends on effective follow up of the project undertaken by the 
borrower. 
The foregoing analysis indicates that a greater pumping of credit into 
agriculture through Bank in certain districts of the State is not a sufficient 
solution of the porblem of agriculture, unless itis also accompanied by an 
integrated and balanced regional rural development of all the districts. 
Otherwise, it may lead to further imbalances in the development of different 
districts of the State. The Bank on its part should keep the above factors into 
consideration, while formulating bankable schemes for each district for 
planned development of the State. 
CHAPTER - 6 
Recoveries and Overdues of jSCK 
Co-operative Land Development Bank 
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C H A P T E R - 6 
RECOVERIES AND OVERDUES OF JAMMU AND KASHMIR 
CO-OPERATIVE LAND DEVELOPMENT BANK 
An important test for evaluating the efficiency of any system of credit 
is the recovery of loans on due dates. Nowadays almost all the lending 
institutions are facing the problem of overdues and LDBs are no exception 
to it. The term 'overdues' refers to the amount due for payment but not yet 
paid by the borrowers. It is a matter of concern that the overdues of LDBs 
have been rising steadily in recent years, in the wake of the expansion of 
their loan operations. This trend has already assumed such proportions in 
certain areas that it threatens to a£fect the further flow of long-term credit. 
In this Chapter it is proposed to analyse the problem of overdues in its 
various aspects and suggest measures for minimising the same. 
For the financial institution, to be financially viable and also to 
plough back the resources out of profit, a prompt recovery is an important 
precondition. The increasing overdues not only mar the attainment of 
future financial target but also adversely affect the generation of internal 
resources. Thus, the Land Development Bank can move forward only if 
they record a better repayment performance. This is also necessary under 
discipline imposed by the Reserve Bank of India and Agricultural Refiifk'nce 
and Development Corporation (Now merged in NABARD), under which 
loan can be disbursed each year, by primary land development banks/ 
branches of State land development banks only on the basis of their 
recovery performance. 
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By a system of equated instalment payments, mortgage loan are 
generally repaid, thereby, the loans are amortised at the end of the period. 
The most important advantage of this system is that the amount of the 
instalment payable would not exceed the amounts ordinarily paid by most 
of the borrowers in the shape of interest alone. According to Prof. Earl L. 
Butz, four major rules should govern the scheduling of repayment so that:' 
(i) the principal sum of the loan is ordinarily completely amortised during 
the term of loan; 
(ii) the repayment is scheduled over a sufficiently long period of time in 
order to enable the borrower to meet ordinarily the scheduled without 
sacrificing normal living standard; 
(iii) the term of the loan is not long enough to make the interest costs 
excessive in relation to the annual principal amortisation payment; and 
(iv) the dates of principal and interest payments coincide with the term at 
which sales of farm products are likely to occur. 
Since the repayment of instalments of loan comes out of the sale of 
the crops, the Land Development Bank should fix the due date for repayment 
with reference to the period of the crops generally marketed by the farmers. 
Accordingly,the Jammuand Kashmir Co-operative Land Development Bank 
has fixed due dates of instalments on First of October and First of April 
every year, as the case may be. The first instalment of repayment becomes 
due on the expiry of 12 months after the advancement of first instalment of 
loan for the purchase of pump-sets and tractors. In case of all other 
purposes, this period is 18 months. First instalment due for repayment is 
1. Earl L. Butz, "Economics of Agricultural Production and Resource Use", Prentice-
Hall of India Pvt. Ltd., New Delhi, 1964, p. 163. 
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only for interest on the total loan outstanding but subsequent instalments 
include both interest and principal. The Bank recovers the loan in annual 
instalments except advance for the purchase of pump-sets and tractors 
which are recovered in half yearly instalments. The loans for Dair>' 
Development Schemes are recovered in monthly instalments which 
commences after expiry of one month period of disbursement of loan. 
The Bank provides a grace period of three months for the payment of 
instalments conveniently to the cultivators and also allows half percent of 
rebate to the borrowers, who pay their instalments due on 1st October/Ist 
April before 31st December/Ist May, respectively, but an amount of interest 
for the period from the due date to the date of payment is charged in 
instalments at the rate of loan advanced. If the instalments due on 1st April 
is paid after 31st May, but before the 30th June, no rebate is allowed and 
interest upto date of payment is added in the instalment at the rate of loan 
advanced. If the farmer pays the instalment before due date, he is allowed 
a counter interest at the rate of loan advanced for the period from the date 
of payment and upto 30th September/31 st March, i.e., due date of instalment. 
If the due instalments are not paid upto the stipulated period as above, a 
penal rate of interest i.e., 2 percent excess on the rate of loan advanced, is 
charged.^ 
If the instalments are not paid within stipulated period after due date, 
coercive actions under J&K Co-operative Land Development BankAct are 
taken for the cent percent recovery of loan. 
IMPACT OF OVERDUES 
The repayment of loans given by co-operative institutions to their 
2. By the courtesy of Regional Manager, J&K Co-operative Land Development Bank 
Ltd., Srinagar. 
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members on due dates is of considerable importance for the success of the 
credit movement. The Maclagon Committee very rightly stated that' 'unless 
loans are repaid punctually co-operation is both financially and educationally 
an illusion".^ The overdues caused serious problems to the J&K Land 
Development Bank, both financial and administrative. The impact of 
overdues was also felt on the loan business and viability of the structure. 
The following impacts and problems were identified as a result of 
unsatisfactory recoveries and increasing overdues in the Bank: 
(a) Unsatisfactory recovery position and increasing overdues were mainly 
responsible for depleted profitability of Bank from year to year. As a 
result of this the Bank could not build up reserves and other funds and 
also could not pay dividend to shareholders. 
(b) As the loans are given for productive purposes to the farmers to 
generate an enhanced income, the restricted eligibility of advances in 
relation to recovery performance imposed by the RBI/ARDC (now 
NABARD) resulted in lower loan advances and short falls in targeted 
programme for the next year. It also amounted to denial of credit to 
needy farmers and slow pace of agricultural development. Thus, 
overdue defeats the ver>' purpose of production oriented long-term 
lending. 
(c) High level of overdues affect the position of the J&K Land Development 
Bank in raising resources by way of floating debentures. Since due to 
high level of overdues the Bank will be in a position to fulfill the 
commitment of repayment of debentures resulting into non-confidence 
among the investors. Confidence is an important factor in raising 
3. Report of the Committee on Co-peratives in India, 1975, p. 45. 
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resources and high level of overdues may also not enhance the financial 
reputation of the Bank. 
(d) The overdues have caused various financial problems to the Bank, as 
the principal loan instalments recovered were found inadequate to 
meet the financial liabilities towards sinking fund and repayments to 
NABARD. It may be noted that the sinking fund is created out of the 
recoveries made through instalments of the primary banks and when 
instalments are not regularly coming, it subsequently leads to overdues. 
This shortfall in the sinking fund has to be adjusted from owned funds 
of the banks. Thus, a sizable portion of owned funds had been locked 
up in overdues to honour financial commitment on account of borrowed 
funds. This ultimately affects their ability to issue long-term finances 
regularly. 
(e) Viability of the credit structure as such has been seriously affected due 
to poor recoveries and depleted profitability. The long range effect had 
been that due to low level of advance because of lower loan eligibility, 
the loan out-standing of several branches of the Bank had progressively 
declined threatening the future viability of the structure. The impact 
will be felt for a long time to come as the viability depended on loan 
outstanding which in turn is directly related to quantum of the loan 
advanced. 
(f) Due to lower loan eligibility on account of overdues and application of 
discipline for lending, the staff at Branch levels maintained in relation 
to work, had become idle and surplus establishment cost of the Bank 
due to idle staff was a financial burden which the banks find increasingly 
difficult to bear. 
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(g) A apradoxical situation has arisen under which the banks cannot lend 
because of overdue discipline and recoveries cannot be effected without 
providing fresh loans to needy farmers. In such a situation, neither 
recovery position improves nor the loan advances take place. 
PROGRESS OF RECOVERY 
Having seen the impact of overdues which have an adverse effect on 
the progress of the Bank, we may now examine the recover>' progress of 
J&K SLDB. The data pertaining of Demand, Recovery and Overdues has 
been presented in Tabl.e 6.1. 
Recovery and overdues position gives an indication for the healthy 
working of the Bank. Recoveries are the backbone of the Bank on which 
entire financial structure sustains. Till 1982-83, the recovery position of the 
Bank used to be not less than 60% to 70% on an average, but after this 
period, the recovery positions shows downward trend. 
The Table demonstrates that the total demand in 1964-65 has been 
Rs.0.78 lakhs against which an amount of Rs. 0.71 lakhs has been recovered 
during this period which constitutes 91.02% of the demand. The demand in 
the meanwhile reached.to Rs. 29.98 lakhs in 1972-73, while as the recovery 
position in the same year was Rs. 21.45 lakhs which comprises 71.54% of 
the demand of said year. The percentage recover}' has declined from 91.02% 
to 71.54%. The process has been further worsening because an amount of 
Rs. 141.65 lakhs was on demand in 1982-83 against which an amount of Rs. 
71.36 lakhs only has been recovered during the said year amounting to 
decreasing percentage of 50.19%. For the year 1996-97, there is a demand 
of Rs 1380.84 lakhs against the recovery of Rs. 443.74 lakhs, which forms 
32.14% of the total demand. The overall recovery position of the Bank have 
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TABLE 6.1 
PROGRESS OF LOAN RECOVERY OF THE J&K CO-OPERATIVE 
LAND DEVELOPMENT BANK LTD. 
(DURING 1963-64 TO 1996-97) 
(Rs. in lakhs) 
Year Demand Reco\ery Overdues Percentage of Percentage of 
Recovery to overdues 
to Demand to Demand 
1963-64 
1968-69 
1973-74 
1978-79 
1983-84 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
-
6 69 
42 90 
118.25 
168.89 
333.22 
380.00 
543 47 
681.35 
858 08 
898 81 
1127 22 
1279 26 
1380 84 
-
6 35 
29.10 
65 45 
86.48 
228.06 
200.00 
380.00 
352.17 
391 00 
444 91 
491 03 
494 56 
443 74 
-
0 34 
13.80 
52.08 
82.41 
105.16 
180.00 
163.47 
329 18 
476 08 
453.90 
636 19 
784 70 
937 10 
-
94 91 
67.83 
55.34 
51.20 
68.44 
60.02 
69.92 
51.68 
45.57 
49.50 
43 56 
38 66 
32 14 
-
5 09 
32 17 
44 66 
48.80 
31.56 
39.98 
30 08 
48.32 
54 43 
50 50 
56 44 
61 34 
67 86 
Source: Data Collected from ofTicial Records of J&K Co-operative Central Land 
Development Bank Ltd., Srinagar 
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not been comfortable presently because it shows downward trend, which 
has been due to various reasons. The reasons for this have been legion, but 
the present political turmoil in the valley has badly effected the recovery 
performance of the Bank. 
OVERDUES POSITION IN DISTRICTS 
The percentage of overdues in different districts and with institutions 
for the thirteen years from 1984-85 to 1996-97 have been presented in Table 
6.2. 
The Table revea.ls that the overall overdues percentage showed an 
increasing trend from 1984-95 upto 1996-97, i.e., percentage of overdues 
increased from 43.0 in 1984-85 to 61.34 in 1995-96. The percentage of 
overdues came down to 50.5 in 1993-94, due to better recovery performance 
made by Srinagar, Baramullah, Anantnag, Pulwama and Jammu Districts. 
Further, percentage of overdues increased to 67.86 in the year 1996-97 due 
to improvement in the recovery of all the districts of the State. 
Among the districts, Udhampur is worst in the State where the 
percentage of overdues from 52.1 percent in 1984-85 to 60.6 percent in 
1985-86. But it declined to 46.2 percent in 1992-93 and was 82.1 percent 
in 1994-95; still it is the highest. The recovery performance in Srinagar 
District showed a decreasing trend during the whole period and resulted in 
increase in overdues from 35.5 percent in 1984-85 to 67.4 percent in the 
year 1996-97. 
Thus, the overall statement of overdues in the Bank reveals that the 
overdues have aggregated the financial accommodation for future loaning. 
With this, the banking system of J&K SLDB as well as regional developments 
have been affected seriously. 
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PURPOSEWISE OVERDUES AND DEMAND 
The purpose-wise overdues and demand for the year 1993-94 is 
presented in Table 6.3. 
Table reveals that the proportion of overdues was less (23.0) in 
respect of farm mechanisation than in respect of other diversified purposes. 
Taking into account the different purposes individually, sinking of new 
wells with installation of pumpsets and tractors were the two purposes 
which were predominant both in respect of demand as well as overdues. 
COERCIVE ACTIONS FOR RECOVERY AND OVERDUES 
When persuasive effort fails, coercive action should and must be 
taken. The Jammu and Kashmir Co-operative Land Development Banks Act 
which interalia provides that: 
(A)Distraint when to be made:.^  
(1) If any instalment payable under a mortgage executed in favour of the 
Bank or any part of such instalment remains unpaid for more than one 
month from the date on which it falls due, the banking committee may, 
in addition to any other remedy available to the said Bank, apply to the 
Registrar for the recover>' of such installment or part thereof by 
distraint and sale the produce of the mortgaged land including standing 
crops thereon. 
(2) On receipt of such application, the Registrar or any other person 
authorised by him in this behalf in writing may. notwithstanding any 
thing contained in the transfer of Propert>' Act, take action in the 
manner prescribed for the purpose distraining and selling such produce. 
4. Bye-Laws. No. 13 of the J&K Co-operative Land Development Bank Ltd.. Srinagar 
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TABLE 6.3 
PURPOSE-WISE DEMAND AND OVERDUES OF J&k SLDB (1993-94) 
S.No Purpose 
1 Minor Irrigation 
2 Farm Mechanisation 
3 Horticulture 
4. Animal Husbandary 
5. Other Diversified 
6 Non-productive purposes 
Total 
Demand 
23 50 
431 06 
15 15 
135 90 
247.40 
45.80 
898.81 
Recovery 
15 40 
332 12 
5 01 
38.28 
51.49 
11.60 
453.90 
Overdues 
8 10 
98 94 
10 14 
97 62 
195.91 
34.20 
444.91 
(Rs. in Lakhs) 
Percentage 
of Recovery' 
to Demand 
34 5 
23 0 
66 9 
71 8 
79 2 
74 7 
49.5 
Source: Data Collected from Official records of Jammu and Kashmir Co-operative Central 
Land Development Bank Ltd , Srinagar 
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Provided that no distraint shall be made after the expiry of twelve 
months from the date on which the instalment fell due. 
(3) The value of the property distrained shall, as nearly as possible, be 
equal to the total of the amount due, the expenses of the distraint and 
the costs of th sale and also the amount due on a prior charge, if any , 
one the propert>' distrained. 
(B) Power of Sale When to be Exercised:.* 
(1) Notwithstanding anything contained in the transfer of Propert>' Act, 
where a power of sale without the intervention of court is expressly 
conferred on a Bank by a declaration of charge made or mortgage deed 
executed before or after the commencement of this Act, the managing 
committee of bank or any person authorised by such committee in this 
behalf shall, in case of default in payment of the money due under the 
mortgage or charge, or any part thereof, have power, in addition to any 
other remedy available to the Bank, to bring the property subject to any 
shortage or charge to sale without the intervention of the court. 
(2) No such power shall be exercised unless: 
(a) a notice in writing requiring payment of such mortgage money or part 
has been served upon; 
(i) the mortgagor or each of the mortgagors; 
(ii) any person who has the knowledge of the Bank any interest inor 
charge upon the property' mortgaged or right to redeem the same: 
(iii)any surety for the payment of the mortgage debt or any part thereof; 
and 
5. By Law's No. 5 of the J&K Co-operative Land Development Bank Ltd.. Srinagar. 
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(iv) any creditor of the mortgagor who has in a suit for the administration 
of his estate obtained a degree for sale of the mortgaged property; 
(b) default in payment of such mortgage money or part thereof contained 
beyond three months after such service; and 
(c) the Board has, after hearing the objections, if any, of the mortgagor or 
any other person mentioned in clause (a), authorised the exercise of 
such power; 
(3) A sale under this section shall be conducted in such manner as may be 
prescribed. 
(4) Where any property sold under this Act, is in the occupancy of any 
person creating mortgage or charge or of some person on his behalf, or 
some person claiming title subsequent to the creation of such mortgage 
or charge in favour of the Jammu & Kashmir State Land Development 
Bank, the collector shall on the application of the purchaser order 
delivery to be made by him in this behalf, in possession of the property. 
(C) Special Provision for Recovery of certain dues of Agricultural 
Society:.* 
(1) The Registrar may, on an application made by society referred to an 
agricultural credit society for the recovery of arrears of any loan 
advanced by it or any instalment thereof to any member and on its 
furnishing a statement of accounts in respect of such loan and after 
making such enquiries, if any, as he thinks fit, issue a certificate for 
recovery of the amounts due. 
(2) A certificate issued by the Registrar shall be final and conclusive proof 
of the dues which shall be recoverable as arrears of land revenue. 
6. By Law's No. 18 of the J&K Co-operative Land Development Bank Ltd.. Srinagar. 
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Generally, the Bank used the co-ercive action provided under sections 
of the Jammu & Kashmir Co-operative Land Development Banks Act and 
Sections of Jammu and Kashmir Co-operative Societies Act to recover the 
overdues. 
Thus, the Bank has power to recover the overdues by taking action 
against the defaulters by destraint and sale of the produce of mortgage land, 
sale of mortgaged land itself and also as arrears of land revenue. The J&K 
SLDB used later two co-ercive actions to recover the overdues. 
The procedure of sale of mortgage land is time consuming and 
requires a proclamation of sale which shall be notified by the sale officer by 
advertisement with full details in newspaper having circulation in that area. 
During April to June each year, such notices are published and cover huge 
portion of newspapers which strike the mind in general and of prospective 
beneficiaries in particular that the most of land belongs to the borrowers of 
the Bank have been put on auction. Further, the arrest are made under 
section 95A of the Co-operative Societies Act during the same period and 
borrowers are kept in lock-up for fourteen days. It is also reported that the 
borrowers are kept hungry in lock-ups. 
Although the above coercive actions are provided to the Bank for 
centpercent recovery but these actions could not prove fruitful to the Banks 
as the overdues where still unrealized. It is because of the influencial 
defaulters who succeeds in stopping the coercive actions undertaken against 
them. Thus, these actions are only effective on poor borrowers. These 
actions are only effective on poor borrowers. These actions render, the 
small/marginal farmers as landless labourers and also discourage the 
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prospective borrowers to undertake any development programmes out of 
loans specially from the Bank loans. 
In my opinion the poor people prefer to die hungry instead of having 
outstanding loans against them. Often, we find that they pay loans which 
\%ere drawn by others but shown falsely and fraudulently in their names. 
Hence, it is suggested that the Bank should identify, the defaulters 
individually. If the default is genuine i.e., crops failure due to drought. 
flood, etc., and incomplete investment, they should be provided with a 
instalments, and also supplementary finances to such defaulters to make 
them to recoup their future repaying capacity. 
In cases of misutilisation of loans or wilful defaults, if the persuasive 
efforts fail, the only suitable remedy left is coercive action. However, such 
action should be taken when it is found that such default is intentional. This 
action should be taken promptly and firmly. It should be tried that loan 
instalments are recovered out of the sale of the standing crops, sale of land 
should be made in the rest of rare cases. 
CAUSES OF OVERDUES 
The following adverse factors have been responsible in effecting 
recoveries by the J&K SLDB:-
(i) Frequent Natural Calamities: The most important reason for overdues 
of long-term credit has been frequent occurrence of natural calamities, 
viz., drought, flood, etc., which result in the damage of crops. In such 
conditions, the farmers find it difficult to maintain themselves and 
generally require the help of the Government and other to meet their 
necessities. LDB too often provide relief to the member-borrowers 
which is either in the form of rescheduling the installments or postponing 
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the recovery of loans. In the former relief, overdue instalments and 
interest during the year (s) natural calamities are combined together 
with the outstanding loans against the member-borrower and this total 
amount is divided into new instalments in such a way as not to exceed 
125 percent of original annual instalment. In the later relief, the 
borrowers are given the facilities of postponing the recoveiy of loan 
instalments for one year and also the opportunity to extend the period 
of loan, but the interest for the year of natural calamities has to be 
added in the next instalment due. The new instalment proved 
burdensome to the member - borrowers and resulted into defaults in 
subsequent years, as there were frequent natural calamities which 
result into rising overdues gradually. However, such reliefs failed to 
solve the problems of overdues. 
(ii) Political and Government Interference: In normal years also the 
political and Government interference are responsible for mounting 
overdues. Frequent elections of State Legislatures, Panchayats and 
Parliament also make recovery atmosphere adverse and effect the 
recovery of the Bank. Generally the elections are held during the 
period from January to June of the year when the land development 
bank starts their recovery' operation because of better liquidity' position 
of farmers during harvest season of Rabi crops. When the recoven, 
operation is at its peak, the Government requisitions jeep belonging to 
Government for mobilisations of resources for election purposes and 
the rest vehicles are hired by political parties for election propaganda. 
As a result, the Bank do not have any vehicle which virtually make the 
staff of the Bank immobile. With a view to appease the voters also, it 
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was found that on many occasions, the State Government issued 
written instructions/orders to prevent the staff of the Bank from taking 
coercive actions against the defaulting members and also did not 
extend required support and assistance in recovery work. 
(iii) No Provisions for Advance Payment of Loans: In case of LDB there 
is no provision for making repayment of loans in advance. Whenever, 
a borrower is able to save some money out of his income from any other 
source he is not allowed to deposit it towards repayment of loan 
instalment. This money is spent by him or his family members many 
times for unproductive purposes. 
(iv) Misunderstanding Among the Farmers: There is a misunderstanding 
among the cultivators that the Bank loans are Government loans and 
they are given as an aid to the farmers. The reason for this 
misunderstanding is that the Bank loans are mostly channalised through 
Government machinery. This has vitiated the atmosphere of repayment 
and in certain cases, cultivators resist the payment. 
(v) Misutilisation of Loans: The farmer is not only a fanner; he is also 
a member of the community and head of the family when he has got 
certain obligations to fulfill. He has no savings to meet such social 
obligations. Neither the credit society nor LDB advance loans to him 
to meet them. Here arises a problem before farmers to choose either 
to use the loan to meet this social obligation or to use the loan for that 
purpose for which it was advanced. Many of them forget their moral 
obligations to use the purpose for which it was advanced and make use 
of it to meet his immediate social obligations. This leads to non-
repayment of the loan. First, if the loan is not adequate to meet his 
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immediate social obligations. This leads to non-repayment of the loan. 
Secondly, if the loan is not adequate to meet the purpose for which it 
was demanded, the borrowers use it for some other purpose and this 
results in the failure of repayment of loan. Thirdly, untimely credit 
also results in misuse. It is true to say that ' credit delayed is credit 
denied.' Thus, these reasons help in non-repayment of loans. 
(iv) The Wilful Defaults: 
The main factors responsible for wilful defaults are;-
(a) Where the loan has been managed by offering inferior landing mortgage 
or non-genuine mortgage, the borrower deliberately defaults and does 
not care about the repayment. 
(b) Often big landholding borrowers shirk the repayment knowing that 
they have patronage of political leaders/Government officers and will 
be above to manage to escape from it. They pressurise the recovery 
staff directly or indirectly to postphone the recovery. 
(c) The loanees not in general neglect payment as they know that none will 
turn up to purchase their land even though the proceeding of sale of 
land has been started by the Bank. 
(vii) Complicated and Time Taking Procedure for Recovery: 
To recover the loan from defaulters, the coercive action is taken by 
the Bank under the procedure laid down for recovery. This is a complicated 
and time consuming procedure. For example, powers (i) to issue citation 
letter to defaulters (ii) .attachment of their property, and (iii) land auction, 
etc., are vested in the Assistant Registrar, Co-operative societies, while the 
power of confirmation of land auction is vested in the Head Office of the 
Bank. In some cases, it was noted that this confirmation from Head Office 
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was not received and the property acquired by the recovery officers for non-
payment of instalments had to be returned to the concerned borrowers. This 
removes all fear of loosing land or prestige from the minds of borrowers and 
they develop indifferent attitude towards repayment of loans which has 
given a momentum to rising overdues in the J&K Co-operative Land 
Development Bank. 
(viii) Lack of Supervision of Loans: 
The State Government are only been for pumping more and more of 
institutional credit to the farmers on an easy terms. The Government staff 
is only interested in the completion of distribution of loan-targets but they 
never bother in supervision, follow-up and recovery of loans. As against, 
the machinery to verify utilisation of loans and to take up follow-up 
measures was found to be inadequate in the Bank leading to misutilisation 
and diversion of loans. 
Due to non-identification of such cases in due time, the Bank could 
neither take corrective action against misutilization of loans nor intiate 
coercive action against such defaulters. Consequently, this deficiency of 
the Bank motivated the loanees for non-payment of loans which helped in 
mounting up the overdues. 
(ix) Lack of Co-ordination among Lending Institutions: There are a 
number of agencies providing agricultural finance in a variet>- of 
forms. Short-term loans are provided by the primary credit societies, 
rural banks and commercial banks; fertilizers and seeds are distributed 
by the agricultural department. Taccavi loans are advanced by revenue 
department; co-operative marketing societies provide production and 
pledge loans; block authorities and social welfare board too distribute 
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loans in one form or the other. The terms of loans, rate of interest and 
period of repayment differ from agency to agency, but the recovery is 
dependent on the farmer's crop yields which is made at the time of 
harvest. The agency which approaches earlier realises its loans and the 
repayment to rest agencies is deferred. Thus, there is competition 
among the financial institutions instead of an effective co-ordination 
which is essential for sound credit system. Consequently the overdues 
have started mounting up. 
(x) Target Oriental Loan Distribution: The agencies providing the 
agricultural finance have to distribute the loan during the year as the 
target is already fixed. Generally, the loan distribution is slow during 
the early months of the year, but as the year is about to close, the 
activities of loan distribution are geared up. It is tried to complete the 
target of loan distribution to the farmers in hurry and hence, lapses are 
bound to occur. Moreover, it is very difficult to supervise the advance, 
test checking etc., in such a short period of time. These conditions 
encourage malpractices which results in the distribution of loans to 
non-genuine persons leads to misutilisation of loans. Sometimes the 
same persons are chosen for distribution of loans by the different 
agencies which may over burden them marking repayment beyond 
their capacity. Ultimately, they became defaulters and overdues start 
mounting up. 
(xi) Indifferent Attitude of Bank Employees: The factor responsible for 
indifferent attitudes of Bank employees are, as under: 
Firstly, the recovery tour has become hazardous to the life of touring 
staff members of Banks, as the Bank has no vehicle for this purpose. 
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Secondly, the interference by the local leaders to defend the defaulters 
from coercive action taken by the Bank staff. Thirdly, sometimes, the 
Bank staff had to face the assault and attack because of the lack of 
security measures. These actions demoralize the employees making 
them indifferent. This attitude when continues to prevail among the 
staff for a long time, effect the recovery and result in the mounting up 
of the overdues. 
(xii) Lack of Remunerative Support Price and Marketing Facilities: 
While inflationary trend continues in the economy pushing up the 
costs of investment and production in the farm sectors, there is no 
remunerative support price to farm produce. This position has added 
to increase the cost of living standard as well. This adversely affects 
the farmers economy and their repaying capacity. Marketing facilities 
are also found to be inadequate for realising remunerative returns to 
the marketable surplus of farm produce. The adverse terms of trade in 
the farm sector has been identified as one of the major causes of 
overdues. 
(xiii)Due Date of Instalment not suited to the Borrower: The J&K Co-
operative Land Development Bank has fixed the due date of instalment 
for repayment of loans either on 1st April or 1st Dec. after expiry of 12 
or 18 months period for disbursement of last instalment as case may 
be. Finally, the repayment of loans come out of the sale of crops. If the 
due date of instalment has been fixed which does not coincide with the 
sale of crops this makes the farmer defaulter and penal interest is 
charged. The repeated defaults make it burdensome to the farmers and 
results into overdues. 
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SUGGESTIONS FOR RECOVERY OF OVERDUES 
Overdues in the Jammu & Kashmir Co-operative Land Development 
Bank are caused due to a variety of factors as many of them are outside the 
control and purview of the Bank. While the Bank should take action and 
corrective measures for ensuring prompt recoveries and to avoid overdues 
in future, there should also be favourable conditions created by the State 
Government. To be specific, the following measures are suggested for 
satisfactory and prompt recoveries and to avoid future overdues: 
(1) The due date (either 1st April or 1st October) of the instalment for 
repayment of loan should be so fixed by the Bank, with the consent of 
the borrower member, as to coincide with the harv'esting of major 
crops, instead of fixing due date of instalment after expiry of 12 or 18 
months from the advancement of the last instalment. 
(2) The Bank postpone the realisation of overdues on account of natural 
calamities and extend the loan period for one year more, as a measure 
of relief to and rehabilitation of defaulters. But the interest for the 
period of natural calamities is added to the next instalment put an extra 
financial burden on the borrowers. It is suggested that interest for the 
period of natural calamities should be exempted and loss incurred by 
the Bank should be met out from the stabilisation fund or other funds 
created for this purpose. 
(3) The Bank should encourage cultivators in making advance repayment 
or larger re-payment towards loans whenever they have spare amount 
out of their annual income. The Bank in such cases should provide 
rebate on the interest of the loans. 
195 
(4) The schedule of repayment as well as tenure of loan should be based 
on the repayment capacity of the borrower. The repaying capacity 
calculated by the Bank should reflect the impact of development loans 
on the borrowers economy over a period of time. This can be done with 
the help of Cost-Benefit Analysis. Where the annual instalment fixed 
is found to be high relatively to the borrower's economic standing, he 
may be given the benefit of spreading the repayment over a longer 
period. Where the annual instalment is low in relation to the repayment 
capacity calculated on proper scientific basis, the period of repayment 
should be reduced. 
(5) Due care in the scrutiny of title over the land and its valuation should 
be exercised, mortgage of barren or inferior lands or of public utility 
should be strictly guarded off. 
(6) With a view to check the misutilisation of loans, any officer like branch 
manager/district managers should verify, say 5 percent of loan cases. 
In such cases. Head Office should also have enough machinery to take 
surprise check of district offices/branches of the Bank. 
(7) In order to have some amount of genuineness to loan-documents and 
to make the certifying authorities careful, the bye-laws of the Bank 
may be amended so as to enable the Banks to recover the entire amount 
of loan from certifying authority, in case misutilisation of loan is 
proved at any stage. This provision should apply equally to Bank 
personnel, as well as, to those outside its administrative control. 
(8) To initiate coercive action against the defaulters in Jammu and Kashmir, 
the Bank has to seek the approval of Assistant Registrar of Co-
operative Societies who has power to (i) issue citation letter to the 
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defaulters, (ii) attachment of their property, (iii) land auction etc. 
Under the J&K Co-operative Societies Act. This approval sometimes 
delays the recovery power and also leaves an impression among the 
borrowers that Bank officers have no power to recover the loan. The 
power of confirmation of land auction vested in the Head Office. 
In the State of Maharashtra, the Bank officers have been delegated 
the powers to recover the dues through coercive methods which helped to 
get speedy recovery. In Jammu and Kashmir, to hasten the recovery, the 
Regional Office/District office may be more effective if the power of 
Assistant Registrar/Dy. Registrar of Co-operative Societies is vested in 
with the Regional Manager/District Managers. 
(9) The system of recovery should be made free from the pulls and 
pressures of big borrowers, and their well wishers. Liberal treatment 
and postponement of recovery should be done away with, as it has 
multiplier effect. 
(lO)As the Bank are considerably handicapped for want of bidders in 
auction of land mortgaged by the borrowers, the State Government 
should purchase the land in auction for the settlement of the Bank's 
claims. The Government after taking effective possession either 
dispose of the land by sale or distribute them to identified target-
groups like small/marginal farmers, as already recommended by 
CRAFICARD. Or the Government should set up a State farming 
corporation vested with authority to purchase lands in auction and take 
possession of lands and immovable properties as recommended by the 
RBi study team on overdues of short-term credit institution. 
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(11) As a matter of policy the responsibility of enforcing the proper 
distribution, utilisation of credit and follow-up measures, including 
continues touch with the borrowers until full repayment of the loan 
should be entrusted to a single agency instead of a heterogeneous 
groups of State officials, as is being done at present in the Bank. Since 
the Bank have no administrative control over the activities of State 
officials, they can not expect as much seriousness from them as from 
its own staff. 
The Bank should make alternative arrangement for the distribution 
and the utilisation certificate issued by Bank's own staff. For this purpose 
a supervisory cell is to be constituted in each branch under the supervision 
of field officer. Involvement of its own staff will also remove the 
misunderstanding among the borrowers, that the land development bank 
loan is a Government loan. The RBI has also requested that CLDBs should 
strengthen their supervisory machinery for the proposed of verification of 
utilisation of loans.' 
(12) The experience shows that recovery tour has become hazardous to the 
life of touring staff members of the Bank in absence of their own 
vehicles, as well as, of protection from assaults and attacks. For the 
purpose of speedy recovery of loans, the recovery should be treated as 
a fultime specialised work, attend by the staff exclusively meant for it 
under the supervision of district manager, and a jeep should also be 
provided at district level. 
For practical reasons, it was not always possible to tour with police 
party and such protection was also not always readily available. The State 
7. Report of the Committee on Co-operative Land Development Banks, RBI, Bombay. 
1995, p. 240. 
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Government may, therefore, consider to declare Bank staff as public servants 
for the purpose of protection against attack and assaults in the discharge of 
duty and also provide protection of police force in recovery work, whenever, 
such demands are made by the Banks. 
(13) The State Government should adopt a policy of positive assistance to 
the recovery work and involve the machinery of co-operative and 
revenue departments fully in this task. The State Government should 
desist and on the- contrary help to create favourable conditions for 
recovery. The Government should also give due recognition to these 
officers for good recovery rather than harassing the Bank staff for 
coercive action initiated against wilful defaulters or big borrowers who 
have direct approach with the Government Officers/Ministers. 
(14) There should be a provision for case by case study of defaulters and 
provisions to write-off irrecoverable amount in genuine cases when 
they are no longer in a position to repay loans due to adverse economic 
conditions or because of infnictuous investment. In case of wilful and 
influencial defaulters, the coercive legal measures should be adopted 
without delay so that the coercive action would have the salutary 
impact of creating the fear on the other defaulters about lossing their 
land in the event of non-payment of dues and overdues. 
(15) The influencing effect, appeal and persuasive efforts of non-officials 
will have greater impact on the member-defaulters than officials and 
this positive factor should be fully exploited by involving them in the 
task of recoveries. 
(16) There should be an effective co-ordination among the agencies which 
are meeting the • short-term, medium-term and long-term credit 
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requirements of the farmers by the co-operative agencies on the one 
hand and Rural and Commercial Banks on the other, which is essential 
for a sound credit. This problem can be tackled by streamlining the 
policies and procedures of financing and exchanging of information 
among the various lending agencies in the area. This may also help to 
avoid the multiplication of loans which ultimately enhance the problem 
in recovery of loans. 
(17) The borrower shoiild be properly exhorted and educated at the time of 
advance and afterwards to repay the loan on time, failing which he may 
be subjected to severe consequences. 
(18) A strong credit market linkage would be the best solution for guaranteed 
recoveries. It will also solve the problem of establishing contacts with 
growing number of defaulters and taking coercive measures. 
In the State of Maharashtra where under a specific provision in the 
Co-operative Societies Act, the Bank's dues were recoverable from sale 
proceeds of agriculture commodities at the level of market yards and 
processing units like sugar factories.* There is no such provision or 
arrangement of credit marketing linkage in Jammu and Kashmir. The 
provision of the Maharashtra Act should be suitably incorporated in the 
J&K Co-operative Societies Act and arrangement be made to recover dues 
of the Bank at the level of market-yards and processing units of agricultural 
commodities from sale proceeds of borrowers. 
8. A Study of Credit Market Linkage for Investment Credit through LDB in Maharashtra 
State, National Co-operative Land Development Bank Fed.. Bombay, 1984. p. 156. 
CHAPTER - 7 
Role of jSCK Co-operative Land 
Development Bank In Horticulture 
Development 
200 
CHAPTER - 7 
ROLE OF JAMMU AND KASHMIR CO-OPERATIVE LAND 
DEVELOPMENT BANK IN HORTICULTURE 
DEVELOPMENT 
The planning in Jammu and Kashmir has two-fold objectives, i.e., 
increasing production and social justice, which demand improvements in 
the levels of living of small farmers and weaker sections of the society. This 
is possible only by eradication of poverty. The Government is making all 
out efforts to reduce the number of persons below the poverty line. Our Five 
Year Plans contain necessary provisions to ameliorate the economic 
upliftment of the weaker sections in the society, bridge the widening gap 
between rich and poor, and reduce the regional imbalances. The 20 point 
economic programme has given a special impetus to such efforts. 
In Jammu and Kashmir, horticulture is the primary sector and has a 
major role to play in increasing production and increasing the quality of life 
in rural areas where 76.17 percent of the State's population lives.' The State 
has done well in the field of agricultural and horticultural production in the 
past, but much remains to be done particularly in the context of rapid growth 
of population which threatens to out pace the production. The substantial 
results in the production depends on the assured rainfall or irrigation 
facilities coupled with modem techniques of agriculture like agricultural 
machinery, fertilizer, seeds, etc. the capital formation being at low ebb, our 
1. Digest of Statistics, Directorate of Economics and Statistics, Planning and 
Development Deptt., J&K State, 1994-95. 
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cultivators are unable to finance agricultural and horticultural development 
on their own accord. Here come that role of the institutional agencies 
specially land development banks which are entitled to equip the farmers 
with capital weapon so that they may reap the benefits of pace the agricultural 
and horticultural development. 
In the initial stages of planning, it was though that the benefits of 
development would trickel down to the poorest of poor in the society, but 
somehow this did not happen. In the matter of institutional finances for 
horticulture, in the past the benefits of credit has gone mostly to the so-
called well to do and big farmers mainly due to the conservative method of 
advancing loans against security as also cumbersome and lengthy loaning 
procedures, which usually dissuade small farmers from taking benefits. 
Another limitation was that percentage of small fanners in relation to total 
land-holdings invariable high in most of the Districts, and the total land held 
by the is invariable small. Since land held by the class of farmers other than 
small farmers is considerably large, it is natural that influencial persons 
avail a major portion of credit provided by the Bank. 
In order to make some perceptible dent in horticultural development 
and also on the levels of living of small and marginal farmers, it is extremely 
necessary that these fulfil the requirements of all types of farmers. Small 
and marginal farmers who constitute the majority of farming population 
must be enabled to take advantage or improved methods of farming. The 
economic condition of these farmers being weak, they are not in a position 
to adopt new and developed methods of horticultural production. They are 
in need of production credit as well as, investment credit. Unless these 
farmers are helped and encouraged by some outside agencies in getting the 
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necessary financial assistance, the possibility of increasing the productivity 
of their land is almost nil. In short, these farmers, of their own, are likely 
to remain as they are. In order to have some notable impact on horticultural 
production in general, the Land Development Bank which arrange for 
investment credit have come forward and extend their financial support to 
such farmers by giving incentives in the form of liberalization of some 
conditions, particularly in respect of security, interest rate, period of 
repayment of loan, etc. 
It is, thus, clear that unless a policy is adopted to provide more and 
more facilities to small farmers and weaker sections of the society and also 
concerted efforts are made in that direction, the national objective could not 
be achieved. A major break through was made during the fourth five year 
plan when the Government gave preferential treatment to the small farmers 
and other weaker section of the society. Since then the flow of institutional 
credits has continued in greater measure to the small and marginal farmers 
and other weaker section of the society. The Ninth Five Year Plan (1997-
98 to 2001-02) declared its emphasis on reduction of unemployment in rural 
areas and under-employment of the workers engaged in small farmers 
sector which constitute the crucial component of rural unemployment.^ It 
is therefore, essential that small farm sector should adopt modem technology 
not only to increase agricultural and horticultural production but also to 
secure higher level of employment. Admittedly, institutional credit acts as 
a catalyst in developmental process. Although institutional credit agencies 
are trying their utmost in providing credit for horticultural development 
2. IX Five Year Plan, National Co-operative Agriculture and Rural Development 
Bank's Federation Ltd., Mumbai, p. 15-J6. 
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their achievements still falls short of the total needs. For this purpose 
special programmes, viz., SFDA, MFCA, (now both replaced by IRDP) 
IRDP, DPAP, etc., were designed to bridge this shortfall. It was also felt that 
there is a certain section of the society which requires specific and 
concentrated attention. In order to focus the benefits in an integrated 
manner, programmes for the scheduled castes, scheduled tribes and backward 
classes were also formulated under special component plan and tribal sub-
plan. These plans envisage raising 50 percent of the scheduled castes and 
scheduled tribes families above the poverty line during the ninth plan.^ 
Financial allocation in support of the various special programmes 
under the plan were made to build up the institutions, as well as, providing 
direct assistance to the small farmers and others in the form of subsidy, etc. 
the financing institutionsincluding the land development banks were 
expected to involve themselves in implementing such programmes. During 
the ninth five year plan period (1997-98 to 2001-02), a programme of Rs. 
19100 crores is envisaged for the LDBs. A major portion of this target is 
expected to be channelized for the benefit of small farmers, marginal 
farmers and other weaker sections under various special lending and normal 
lending programmes of the banks. The Integrated Rural Development 
Programme (IRDP) which has been introduced, is expected to cover the 
entire State; and naturally, the land development banks will have to play a 
definite role in the matter of term loans for development of horticulture and 
many other subsidiary occupations for increasing production, creating 
employment potential and enabling farmers and rural poor to supplement 
their incomes.* 
3. Ibid, p.I8. 
4. IX Five Year Plan, op.cit, p.23. 
204 
With the above background, an attempt has been made in this Chapter 
to analyse the role played by the Bank for small/marginal farmers and other 
weaker sections of the society in horticulture development. 
LOANS TO MARGINAL/SMALL FARMERS 
Before reviewing the performance of J&K SLDB in financing 
marginal/small farmers for horticulture purposes, it is relevant to state here 
the concept of small farmers. A small farmer has been defined, as per 
Agricultural Finance Corporation glossary that "A farmer who is ' potentially 
viable'. He is having just enough land which would enable him to become 
a surplus producer with the adoption of new technology. For adopting new 
technology he requires special assistance for procuring necessary inputs 
including credit. Central Government has not laid down any uniform 
definition in terms of size of holdings for inclusion of farmers in SFDA 
schemes. Each project implementation agency is permitted to determine 
the class of farmers eligible for assitance in the project area. This definition 
was adopted during the Fourth Five Year Plan. From the Fifth Five Year 
Plan farmers having below 5 acres or those having 2.5 acres or less of class 
I irrigated land as defined in the land ceiling legislation of the State will be 
treated as small farmers"' 
"A 'Marginal Farmer' is that farmer with a holding of size not more 
than one hectare (2.5 acres). The limit is applicable generally for an 
irrigated area. In case of other areas, this limit may be raised taking into 
account the availability of irrigation facilities, the soil type, the cropping 
pattern and other relevant factors. This is the definition adopted for the 
purposes of inclusion of farmers under MFAL programme, during fourth 
5. Agricultural Finance Corporation Ltd., Glossary of Terms in Agricultural Finance 
Bombay, 1975, p-70. 
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plan period. From the fifth plan, those farmers owning lands upto 2.5 acres 
or 1.25 acres or less of class I irrigated as defined in land ceiling legislation 
of the State, will be considered as marginal farmers".* NABARD has 
adopted a new definition of small farmers and, according to them a small 
farmer shall mean any farmer cultivating land providing a pre-development 
net return to family resources to such farmer and his family not exceeding 
Rs 3500 at 1978-79 (June-July) Prices. 
For the purpose of determining the said net return the following 
criteria shall apply:-^ 
(a) 'Land' shall include all land actually cultivated by the farmer 
notwithstanding the fact that ownership of such land may vest in one or 
more persons, and 
(b) 'Net return to family resources' shall mean gross family income 
fi-om land, less costs actually incurred including cash value of fanner's own 
inputs including seed, fertilizer, hired human labour, hired bullock labour, 
feed consumed by family bullock, irrigation charges, land revenue, interest 
or crop loan and rent on leased land". 
The above income ceiling has been further translated into acreage 
ceiling according to t>'pe of land, crops grown, etc. For different areas, such 
ceiling is again prescribed for rainfed land and irrigated land. This exercise 
done for different States has considerably made the task easier in testifying, 
the small farmers in relation to standarised acreage. The ceiling, thus, fixed 
varies from 7.50 acres of to 10 acres rainfed and from 6.25 acres to 7.50 
acres irrigated land or different districts of Jammu & Kashmir. 
6. Ibid, p. 67. 
7. Agricutural Refinance & Development Corporation-Circular No. ARDC. Plan 9/ 
PG-34-80/81 dated November 25. 1980. 
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The most acceptable definition of small fanners is one approved by 
the planning commission for SFDAs and MFLAs (now IRDP) programme, 
i.e., those cultivating between 2.5 and 5.0 acres of land. Those cultivating 
less than 2.5 acres are included in the category of marginal farmers. The 
Land Development Banks, however, do not distinguish between the small 
and marginal farmers. All farmers cultivating 5 acres or less are covered by 
the category of small farmers for purposes of the 'ordinary loaning 
programme' of land development bank. 
The National Co-operative Land Development Banks Federation has 
also asked its member banks to compile the figures of advance under the 
category below 2.5 acres, 2.5 to 5.0 acres, etc.* In Jammu & Kashmir, the 
J&K SLDB has instructed to treat farmers with land holding upto 2 hectares 
(i.e. 5 acres) as the small farmers. Thus, the cultivators holding land below 
2.5 acres and between 2.5 acres to 5 acres have been adopted as marginal 
farmer and small farmer respectively for the purpose of the study. 
Coverage of Small Farmers by J&K SLDB 
The J&KSLDB as such have no separate policy in the matter of 
advancing credit to the small farmers, etc., and they follow the policies 
stipulated for them by the Government, Reserve Bank of India, NABARD 
and also National Co-operative Land Development Banks Federation. The 
Reserve Bank of India has introduced a scheme in April 1971 to uplift the 
sectorial imbalances under which the LDBs were required to ensure at least 
20 percent of their annual credit disbursements to the small farmers.^ 
8. Singh, A., Financing of Small Farmers (A Study of Long-Term Credit). Co-
operative Training College, Lucknow, 1989, p. 132. 
9. Report of the Study Team on overdues in Co-operative Credit structure. RBI. 1974 
p. 58. 
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It was envisaged by NABARD under the various credit projects 
assisted by the World Bank and other International Agencies that 50 percent 
of the total credit provided by the credit agencies for agriculture/horticulture 
including LDBs should go for small farmers and marginal farmers. This 
proportion was inhanced to 60 percent of the total disbursement under 
NABARD - III Credit Project. However, the National Co-operative Land 
Development Banks Federation decided to increase credit disbursement to 
small farmers to the level of 75 percent of annual advances in its national 
seminar held in 1981.* The federation member banks were advised to aim 
at reaching this target during the course of coming years. 
The Land Development Banks including J&K SLDB have adopted 
the policy prescribed for them and have also made satisfactory progress in 
stepping up their advances to small farmers during the past years. The 
progress made by the J&K SLDB in this connection has been presented in 
Table 7.1 
The Table 7.1 reveals that an advance of Rs. 60.82 lakhs was provided 
to the farmers in 1968-69, of which 17.54 lakhs (28.84 percent) only was 
extended to the small farmers. The percentage of small fanners in total 
annual lending of the Bank increased to 51.79 percent, 53.38 percent and 
56.84 percent in the year 1980-81, 1984-85 and 1988-89 respectively. 
As more emphasis was laid on providing credit to small farmers to 
accelerate their income under the VI Five Year Plan, the Government 
extended some concessions including subsidy of 25 percent, 3 3 " percent 
and 50 percent of the loans to small farmers, marginal farmers and scheduled 
castes/tribes respectively. The facilities and concessions enabled the 
farmers of these categories to approach the credit institutions including 
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TABLE 7.1 
BANK CREDIT GIVEN TO SMALL FARMERS 
DURING 1968-69 TO 1996-97 
(Rs. in Lakhs) 
Year Total Advance 
Distributed 
Advance Distributed 
to Small Farmers 
Percentage of 
Total 
1968-69 
1972-73 
1976.77 
1980-81 
1984-85 
1988-89 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
60.82 
23.28 
22.89 
66.54 
105.26 
212.46 
418.95 
426.14 
434.96 
456.63 
494.56 
17.54 
8.35 
10.69 
34.46 
56.19 
120.76 
261.26 
279.55 
293.12 
312.96 
347.63 
28.84 
35.87 
46.70 
51.79 
53.38 
56.84 
62.36 
65.60 
67.39 
68.54 
70.29 
Source: J&K State Co-operative Land Development Bank Ltd. Annual Reports of 
respective year 
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J&K SLDB to get credit. As a result of that, the J«&K SLDB could extend 
62.36 percent of total loans disbursed during the year 1992-93. Thereafter, 
the percentage of loan disbursement to small farmers in the following years 
continuously increased and reached the highest 70.29 percent in 1996-97. 
This shows that J&K SLDB has made concerted efforts in stepping up credit 
to small farmers of its annual lending. 
Size of Land-Holding-wise Loan Disbursement 
For the purpose of the study, the farmers have been grouped into four 
categories, viz., marginal, small, medium and big according to the land held 
by them. Table 7.2 shows number of land holdings into different sizes and 
loans disbursed to each category both by number and amount. The period 
covered is from 1992-93 to 1996-97 both years inclusive. 
Table 7.2 reveals that 90.25 percent of land holdings (10.98 lakhs) 
belong to marginal farmers whose holdings are below 1 hectare. Of them, 
59.01 percent (1984) only were given loans by the J&K SLDB. As against 
his, 8.95 percent (1.09 lakhs) holdings belonged to small farmers, 0.72 
percent (0.09 lakh) and 32.48 percent (1092) respectively were given loans 
by the Bank. If we reduce the percentage of farmers financed, then out of 
each hundred in the marginal category only 0.18 farmers could avail of the 
facilities provided by the Bank. The number swells to 0.26 farmers and 
12.39 fanners out of each hundred in the category of small and medium 
farmers respectively. The big farmers numbered only 0.08 percent (0.01 
lakh)in the total holdings and of them, no one has taken advanced loans from 
the Bank. The number of 0.18 in the marginal category is much lower than 
that of the all J&K average of 0.28 farmers loan advanced. 
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TABLE - 7.2 
TOTAL LOAN DISBURSEMENT BY THE BANK ACCORDING 
TO THE SIZE OF LAND HOLDING 
DURING 1992-93 TO 1996-97 
Size of 
Land Holding 
(1) 
1. Marginal 
(Below 1 Hec.) 
2. Small 
(1 to 2 Hec.) 
3. Medium 
(2 to 4 Hec.) 
4. Big 
(above 4 Hec.) 
No. of 
Holding 
1991-92 
(2) 
1098774 
(90.25) 
108927 
(8.95) 
8817 
(0.72) 
991 
(0.08) 
Loan Disbursement Percentage 
Number 
(3) 
1984 
(59.01) 
286 
(8.51) 
1092 
(32.48) 
. 
of farmers 
financed 
within 
Amount category 
(Col. 3/2%) 
( 4 ) (5) 
35295196.00 0.18 
(15.82) 
9698028.00 0.26 
(4.35) 
178I3I2I8.00 12.39 
(79.83) 
-
Loan per 
Farmer 
financed(Rs.) 
(Col. 4/3) 
(6) 
17789.92 
33909.19 
163123.82 
. 
Total .1217509 33612 223124442.00 0.28 
(100) (100) (100) 
66366.58 
Note. Figures in brackets are the percentage to the respective totals in the columns. 
Source: For Col. 2 - digest of Statistics 1995-96, Directorate of Economics and 
Statistics, Planning & Development Department, J&K. 
For Col. 3&4 - J&K State Co-operative Land Development Bank Ltd.. Srinagar. 
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As regards amount of loan disbursed, the situation seems to be better 
as marginal farmers got 15.82 percent of the total loans disbursed. The 
respective percentage for small & medium farmers are 4.35 & 79.83. But 
when we calculate loans per farmer financed, it shows the different picture. 
Here again, marginal farmers occupy the lowest rank and medium fanners 
the highest rank. In rupee term, loan per farmer in marginal category was 
Rs. 17789.92 which gradually increased to Rs. 33909.19 in case of small 
farmers and rose to Rs 163123.82 in case of medium farmers. 
The above analysis makes it abundantly clear that the present lending 
policy of the Bank is in favour of mediumfarmers while the Government 
policy in general, and under 20 point economic programme in particular, is 
to give a preferential treatment to the marginal and small farmers in the 
matter of institutional loans. The main reason for this anamolous situation 
is that of the total loan disbursed, about 69 percent had been given for 
installation of tubewells/pumpsets and 14 percent had been given for the 
purchase of tractors. The minimum size of landholding required for 
tubewell/pumpsets is 0.8 hectare and for tractors it is 4 hectares which 
marginal farmers (below one hectare) are unable to offer required security 
in most cases. As a natural phenomenon other categories of farmers have 
been benefited of this situation. 
Additional Concessions Provided to Small/Marginal Farmers by J&K 
SLDB 
Keeping in view the handicaps of the small farmers, the land 
development banks have extended certain concessions in respect of advancing 
loans to small/marginal farmers from time to time either on their own policy 
decisions or a result of advice/instructions given by agencies like R.B.I. 
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N AB ARD and Governments. The concessions extended to the marginal and 
small fanners by the J&K SLDB are briefly enumerated, as under:-'" 
(1) Rate of Interest: The small farmers enjoy some concessions in the 
matter of rate of interest charged by the Bank on loans. The rate 
prescribed by the Bank for purpose other than minor irrigation purposes 
is 12 percent while the rate is 10 percent in the case of small farmers 
and minor irrigation purpose. Thus Bank charges 2 percent less rate of 
interest from the small farmers than other farmers. 
(2) Repayment Period: It is a well known fact that the small and marginal 
fanners have a lower repayment capacity that he big farmers due to 
their small holdings and the poor economic condition. It is, therefore, 
recognised that the small farmers need a longer repayment period for 
the term loans obtained. In general, the loans for contruction of wells, 
tubewells & installation of pumpsets, etc. are given by the J&K SLDB 
for nine years, but in case of small farmers, the repayment period can 
be increased upto 15 years consistent with the lower level of repayment 
capacity. 
(3) Down Payment or Margin Money: As a matter of policy, no 
institutional credit is made available for investment in agriculture 
without the borrower having some stake by way of contribution 
towards a portion of unit cost of proposed development. At present, the 
down payment or margin money to be invested by a small farmer is 
lower than that of other farmers. It is 5 percent in the case of small 
farmers and 15 percent in the case of other farmers. In other words, the 
credit is made available to the extent of 95 percent of the unit cost of 
10. By the courtesy of Assistant Director. J&K Co-operative Land DeveJopment Bank 
Ltd.. Srinagar. 
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investment and rest 5 percent of unit cost of investment shall be made 
by the beneficiaries of small/marginal farmers category out of their 
own resources against 15 percent in case of other farmers. 
(4) Contribution towards Share Capital: As a general rule, the 
prospective borrower has to become a member of the Bank and for this 
purpose, he has to purchase the shares of the Bank. Generally LDBs 
charges the share money on the basis of percentage of loan advanced. 
The percentage of share money differs from State to State. In Jammu 
& Kashmir, the J&K SLDB charges 5 percent of the loan as share 
money from the borrowers, whereas it is 3 percent in the case of small 
and marginal farmers. This enables them to avail themselves of loan 
from the Bank. Moreover, the farmers belonging to the scheduled 
castes/tribes who are not in a position to deposit the share money, have 
been provided interest free loan for purchases of shares of the Bank. 
(5) Loan Elilgibility: The loan advanced by the banks to the farmers are 
secured by the unencumbered first mortgage of the land of the borrower. 
The J&K SLDB advances the loans to the extent of 50 percent of the 
land valuation after proposed development. In case of small farmer, if 
the land valuation is low, the loan eligibility is determined to the extent 
of 75 percent of the value of land. 
(6) Subsidy by the Government: LDB loaning has been co-ordinated 
with subsidies available under the IRDP. The small farmers are eligible 
to subsidy @ 25 percent of the cost of investment. Marginal farmers are 
eligible to a subsidy @ 33 1/3 percent and weaker section farmers can 
get subsidy to the extent of 50 percent of the cost of development 
subject to the maximum of Rs. 5000. 
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Diversification Programmes Undertaken by J&K SLDB 
The following diversified scheme has been undertaken by J&K 
SLDB to provide the supplementary income and employment avenues to the 
small/marginal farmers and other weaker sections of the rural community 
of the State:" 
(1) Dairy Development Schemes: The Bank has introduced the dairy 
development scheme in the State. Loan is provided for purchase of two 
cows/buffaloes or more to small/marginal farmers for adopting the 
diary farming as secondary occupation. The loan amounts for six liters 
and eight liters milk given cows or buffaloes are Rs. 3000/- and Rs. 
3500/- per cow or buffalo respectively. The loan is repayable in five 
years. The total loan of Rs. 36.46 lakhs has been provided by the Bank 
for dairy development by the end of March, 1997. 
(2) Orchard Development Schemes: The Bank provides loans for the 
establishment of orchards. The orchards development schemes are 
according to local atmosphers. The orchard schemes for apples, dry 
fruits, etc. are under operation for which the Bank is extending the loan 
facilities to the farmers. The loan of Rs. 0.47 lakhs has been distributed 
during the year 1996-97. The Bank has also prepared a scheme for 
preservation of fruits which is under consideration of the NABARD. 
The scheme shall be executed through the Horticulture Department. 
(3) Community Tube Well Scheme: The Bank has provide the irrigation 
facilities to the small/marginal farmers who are not able to instal their 
own irrigation project for the purposes. The loan of Rs. 28.32 lakhs has 
been provided to small/marginal farmers during the year 1996-97. 
11 By the courtesy of Managing Director, J&K Co-operative Land Development Bank 
Ltd . Snnagar 
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(4) Fisheries Development Schemes: A new scheme of fisheries 
development approved by the NABARD has been launched from the 
year 1994-95. Loan for the development of pond and inputs are provided 
at the rate of Rs. 10,000 and Rs. 3,500 respectively per hectare. The 
loans are repayable in five years. 
Besides above, the Bank has plans to launch schemes for poultry and 
sheep and goat rearing, piggery, etc. for weaker section of the rural 
community of the State. The Bank has also enormous programmes of 
lending to the hartico and other horticultural activities which ultimately 
earn foreign exchange for the State and boost the economy of the hill 
regions in a big way. 
Problems and Remedies of Diversified Purposes Loans 
The diversified lending of the Bank has been emphasised to accelerate 
the living standard of small farmers, marginal farmers and other weaker 
sections of the society and development of the nation as whole. But the 
Bank have not shown that much of progress in this regard as required in the 
planned development of the State. 
The main problems influencing the progress of the Bank in this 
regard and the remedies suggested are given here as under:-
(i) Un-awareness of the Schemes: The small farmers and other weaker 
sections lacked knowledge and informations about; the potentialities 
and scope of development of agriculture and other subsidiary activities 
and also the sources of credit from LDBs and procedures of securing it. 
It may be mentioned here that the majority of the eligible borrowers 
belonging to this category are illiterate persons and the media used for 
publicity by the Bank is by brochures, radio, television only. As such. 
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publicity through brochures, etc., has not been of much use. More 
desirable methods should be for the field staff to contact such borrowers 
personally and explain to them the salient features of various schemes 
formulated by the Bank and also the advantages that will accrue. 
Whenever, the schemes are formulated, details should be brought to the 
notice of eligible borrowers by contacting them personally or through 
block development officers: Associations and corporations established 
in the State for the welfare of these categories of persons. It will be 
fruitful to conduct face-to-face inter-action sessions in motivating the 
rural masses. 
(ii) Land as Security: Despite the fact that there had been a shift in 
emphasis from security oriented to production oriented credit, the J & 
K SLDB, in practice, continues to rely on the land security for 
determining the loan eligibility. This is noted as a major problem of 
small farmer and other weaker section as their credit eligibility was 
restricted due to inadequate security of land. Unless the attitude of the 
Bank to advance credit against securities other than mortgage of land, 
particularly for diversified purposes, is changed, the small farmers 
would not be ableto take benefit of bank's credit. 
(iii) Psychological Fear: Due to the lack of technical knowledge for the 
projects undertaken by the borrowers out of credit from the Bank, the 
project could not generate the estimated incremental income and often, 
the project totally failed. As a result thereof, the borrower shall become 
defaulter and coercive actions of the Bank shall make them landless. 
These actions create a psychological fear in th mind of farmers, i.e.. 
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loosing of land if the project fails. This is bound to discourage them 
from taking up any development programme requiring bigger investment 
through loans, specially LDBs loan. In order to remove psychological 
fear on the part of marginal/small farmers and other sections in raising 
bigger loans for capital needs, it is suggested that the site scenes may 
be arranged for prospective borrowers to the successful projects 
undertaken by the borrowers financed by LDB. The beneficiary 
borrowers may explain to the prospective borrower the techniques of 
the project, as well as, benefits and additional income accruing therefore. 
Such site scenes definitely have an effective impact on the farmers and 
create a confidence to bear the risk which leads to undertaken the 
development programmes by them. 
(iv) Rate of Interest: The multi-agency approach has been adopted to 
provide the agricultural credit in the State. The Differential Rate of 
Interest (DRI) scheme has been evolved for distribution of credit to the 
people in rural areas including scheduled castes/tribes. This scheme 
requires the Commercial Banks to lend a minimum of one percent of 
their aggregate advances to the identified persons. The rate of interest 
shall be charged @ 4 percent per annum on such loans. This enabled the 
Commercial Bank to accelerate their business for diversified purposes, 
but this facility is not available to the LDBs. Hence, it is suggested that 
this benefit should also be extended to the LDBs, so that, they should 
also enhance their lending to marginal farmers and weaker sections. 
(v) Burden of Old Debts: The Reserve Bank of India is issuing guidelines 
to LDBs for advancing loans, from time to time, one of the suggestions 
made by the RBI is that loans should not be advanced for redemption 
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of debts, as far as possible, while it is desirable that most of the loans 
should be for the productive purposes. Moreover, a clear and maketable 
title to the land is necessary for bank loans. In case, the farmers are 
already indebted to the money lenders etc., which is usually against 
their land, they do not have clear title to their holdings. As a results, 
such persons can not obtain the loan from the Bank. If the loans for 
redemption of such debts are not advanced by the LDB; such borrowers 
will continue to remain perpetually in debts. 
In view of old burden and consequent limitations for growth, it is 
suggested that for small and marginal farmers the provision of loans for 
redeeming old debts should be made alongwith development oriented 
loan. 
(vi) Lack of Extension Services: Loanees experience great difficulty in 
getting suitable technical advice. Virtually, there is no arrangement for 
this at branch level. In the absence of it, the loanees are after misled by 
the vested interests. It is suggested that Bank should also provide the 
extension services to the borrowers simultaneously with the advancing 
of loans. For this purpose, the Bank must build up their own technical 
staff at the State level, district level and also at branch level. They are 
not only for preparation of schemes and technical appraisal of loans, 
but also to give guidance to the borrowers on technical aspects and for 
adopting appropriate technology. 
(vii) Period of Loans: It is observed that the period of loans are fixed by the 
J&K SLDB for different purposes in a mechanical manner without 
working any exercise in regard to the overall income or the repaying 
capacity of the borrowers. Thus, the Bank provides loans to the 
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borrowers for fixed period for different purposes which generally vary 
from 7 to 10 years. There is a provision that the period of loans to the 
small farmers are extendible upto 15 years which provision is limited 
in the file only. '^  Ifmay be noted that the shorter loan period to the small 
farmers have been responsible for increased overdues in LDB to a 
certain extent. 
It is necessary that loans to small fanners should be sufficiently 
for longer periods to facilitate easy repayments and consistent with 
their repaying capacity after allowing a larger portion of incremental 
income for meeting consumption needs of family. 
(vlii)Biased Attitude of Bank and Its Employees: The biased attitude of 
the Bank and its employees is also responsible for slow progress in loan 
distribution to the small farmers and other weaker sections, as the 
higher work loan and higher cost in retailing credit and servicing is 
involved in distributing the target amount to the small farmers and 
other weaker sections. This is because of small amount of loans and 
larger number of borrowers and also because of adjustment of part of 
loans against subsidy. The loans to these categories also require more 
supervision for its proper use and extension services. This, the employees 
favour the big loans viz., purchase of tractors, machinery, etc. Which 
enable them to achieve the targets easily. The verification of proper use 
of such loans is also easy, i.e. merely the possession of the assets 
purchased out of Bank loan is a sufficient proof. 
In order, to achieve the objective and social obligation of servicing 
the economically weaker sectors of the community, it is necessary to 
12. By the courtesy of Assistant Director. J&K Co-operative Land Development Bank 
Ltd.. Srinagar. 
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change the attitude of the Bank, as well as, of its employees. Hence, it 
is suggested that a specific percentage of a annual disbursement should 
be fixed say 50 percent of annual disbursement for small/marginal 
farmers and other weaker sections. Further, the State Government 
should come to the aid of the Bank by providing managerial subsidy if 
the viability of the bank affected by higher cost involved in retailing 
credit to small farmers, etc., and servicing of a large number of loans 
over long period. 
(ix) Credit to Defaulters: As a matter of policy and discipline, the Bank 
do not provide credit to their defaulters even if a small amount which 
is overdue thought the proposed investment in viable activity. Inspite 
of RBI's directive of March, 1980 that one cultivating upto one hectare 
irrigated land or upto 2 hectares of dry land, if he was in default to a 
credit agency under short-term, medium term or long-term, fresh credit 
may be provided by a Land Development Bank. •' He is treated as a non-
defaulter providedthe Bank is satisfied that the default was non-wilful. 
The amount of default together with the fi-esh investment credit should 
be granted to him which is within the repaying capacity of the borrowers. 
As a result of this concession, the Bank is in a position to provide credit 
even to defaulters of past loans/provided, he has capacity to repay the 
past loan instalments and the instalments of new loans. 
Thus, the Bank should extend the above facilit>' to genuine cases 
after due consideration of all relevant facts and not as a matter of course. 
The ultimate objective of economic growth in developing 
countries is to seek the'well being of its people by raising standard of living 
13. Report of Agriculture Credit Review Committee (A Review of the Agriculture 
Credit System in India). RBI. 1983, P.86. 
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and maximising per capita income. In an economy like that of Jammu & 
Kashmir, this warrants for a selected approach based on realistic assessment 
of potentialities available. It is, therefore, in this context that our State 
suggests the development of horticulture as a real potential to stimulate 
economic growth. Horticulture occupies a major place in the set up of 
Jammu & Kashmir economy. Its development operation has snowball 
effects over the whole of the economy and constitutes the most important 
constraint by supplying food for the population and some basic raw material 
for expansion of certainConsumer goods industries . Horticulture industry 
has indeed become a bulwark of rural economy in shaping its economic 
destiny. 
The horticulture industry earns a revenue of over Rs. 100 crore 
yearly'* by exporting 65 percent to 70 percent'* of dry and fresh fruits 
outside the State. This figure raised from Rs. 40 crores in 1987-88'* to Rs. 
70 crores in 1989-90" It shows that during period there was an increase of 
Rs. 30 crores in the revenue received by the State from the horticulture 
sector, which is a positive sign shown by the sector to make this state 
economically stable. 
The horticulture industry employees a large pool of labour force. 
About 10,00,000 people get part-time, full-time or seasonal employment 
from horticulture.'* In 1993-94 about 80,000 farmer families were engaged 
14. A Note. Directorate of Horticulture. Srinagar, 1991-92, p. 2. 
15. Feature Article. Directorate of Horticulture, Planning & Marketing. J & K Go\t.. 
Jan. 15. 1993. p 1 
16. Ibid. p. 2 
17. Ibid. p. 2. 
18. The Daily Aftab. Srinagar (An Interview of Director, Horticulture. Planning and 
Marketing. J & K. to UNI), May 6, 1992. p. 1. 
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in horticulture.^' In 1995-96, the number of orchardists was more than 
1,00,000.^" The figures clearly show the increasing trend in the employment 
market of this industry. 
Long-term loans required by the farmers are taken for purposes 
which are expected to bear fruits gradually over a considerable period of 
time. Hence, their repayment is expected only out of the net savings of the 
borrower and not out of his gross income which, otherwise, is bound to 
disturb his normal business and adversely affect the standard of his living. 
The success of such loans will therefore, depend upon: (i) the amount of 
loan; and (ii) the manner of repayment. Obviously, the amounts lent must 
be sufficient for achieving the purpose. The rate of interest must be low and 
the amortisation must be allowed in convenient annual instalments spread 
over a sufficiently long period during which the loans must have yielded 
sufficient return on the investment by the borrower. It is also necessary that 
the borrower must make full disclosures of his liabilities and the purpose for 
which the loan is required. The creditor must insist on the proper utilisation 
of the loan. If fixing up the annual instalments, consideration must be had 
to the repaying capacity of the borrower. For this purpose, the J & K Co-
operative Central Land Development Bank Ltd. came into existence in the 
year 1964 to cater the financial requirements of the horticulturists under 
long-term programme. It is a pioneer Bank which introduced Horticulture 
Development Scheme in the State for the first time in the year 1968 to cater 
the financial needs of horticulturists in the State. During the existence of the 
Bank advanced huge amount under Horticulture Development. The overall 
19 A Surve\ Report of Directorate of Horticulture, Snnagar 
20 Ibid 
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performance of the bank on account of recovery and loaning for the purpose 
of horticulture development remained highly remarkable for which it was 
honoured with National Award consecutively for three years from 1986-87 
to 1988-89. 
LOAN ADVANCED FOR HORTICULTURE DEVELOPMENT 
The amounts raised by issuing special development debentures should 
be utilised for financing NABARD approved schemes. The funds raised 
through ordinary debentures are utilised for financing various purposes, 
which are called normal/general loans. 
To be eligible for financial support from the NABARD, the Bank has 
to prepare schemes and get the approval of NABARD. The scheme should 
have the following qualifications; 
Any scheme drawn-up for the development of horticulture should be 
capable of increasing horticultural production, technical feasible, 
economically sound and commercially remunerative. It is necessary that 
the scheme should be drawn-up for specific areas or for certain specified 
crops and should be compact and composite in character and amenable to 
close and intensive supervision.^' 
The loans advanced by the Bank during 1968-99 to 1996-97 classified 
under normal and special programme are presented in Table 7.3. It indicates 
that the Bank has played a vital role in building-up the rural economy of 
State by providing long-term viz. ordinary and special loans for horticulture 
development. During 1968-69 to 1978-79, the quantum of advances does 
not seem satisfactory. This was mainly because of the fact that during this 
period Bank being in its inception stage faced various difficulties in 
21. The RBI-Functions and Working. 1989, p. 125. 
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TABLE 7.3 
YEAR-WISE BREAKUP OF HORTICULTURE LOANS 
UNDER NORMAL AND SPECL\L PROGRAMME 
Year 
1968-69 
1973-74 
1978-79 
1983-84 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
Amount Advanced 
• 
Normal 
0 23 
0 21 
0 19 
0 46 
0 91 
0 89 
0 96 
128 
0 87 
0 23 
1 86 
1 14 
1 98 
Special 
0 10 
0 08 
0 09 
0 33 
0 76 
081 
0 77 
-
1.38 
1 52 
103 
1 78 
1 53 
Total 
0 33 
0.29 
0 28 
0 79 
1.67 
1 70 
1 73 
1.28 
2 25 
1 75 
2 89 
2 92 
3 51 
(Rs. in Lakhs) 
Percentage Increase 
or 
Decrease 
-
-12 12 
-3 45 
182 14 
111 39 
1 80 
1 76 
-26 01 
75 78 
-22 22 
65 14 
1 04 
20 21 
Source: Data Colected form official records of Jammu and Kashmir Co-opertive Cemral 
Land Development Bank Ltd , Srinagar 
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preparation for new schemes and expansion of business and diversification 
of its activities towards other fields. The total advances during the year 
1978-79 have been only Rs. 0.28 lakh. Moreover, during the year 1983-84, 
the loaning volume of the Bank has increased to Rs. 0.79 lakhs showing an 
increase of 182-14 percent. This is the period when the horticulturists of the 
State uses modem technologies for horticultural development. During the 
period of 1988-89 to 1995-96 shows an increasing trend from Rs. 1.67 lakhs 
to Rs. 2.92 lakhs. In the year 1996-97, the loan advanced under normal and 
special for horticulture purpose was Rs. 3.51 lakhs. 
HORTICULTURE OVERDUES AND RECOVERIES 
An important test of evaluating the efficiency of any system of credit 
is the recovery of loans on due dates. Nowadays almost all the lending 
institutions are facing the problem of overdues and LDBs are no exception 
to it. The term 'overdues' refers to the amount due for payment but not yet 
paid by the borrowers. It is a matter of concern that the overdues of LDBs 
have been rising steadily in recent years, in the wake of the expansion of 
their loan operations. This trend has already assumed such proportions in 
certain areas that it threatens to affect the further flow of long-term credit. 
Earlier it was seen that these banks depend heavily on external 
finance. If the Bank are not able to collect the instalments due for payment 
on time, they may not be able to meet the repayment schedules to their 
higher financing agencies, and in turn will have to restrict their lending 
operations in view of the financial disciplines imposed by the NABARD 
and RBI. Recovery of loans advanced, therefore, is as important as lending. 
The data pertaining to total demand under principal and interest 
recoverable from the J&K SLDB, the amount recovered/collected during 
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the years and balance i.e., overdue as on 31st March of the respective years, 
are presented in Table 7.4. 
It can be seen from the Table that, by and large, the recovery has been 
coming down while the overdues have been on the increase. The percentage 
of overdues to demand ranged between 30.14 on 31st March 1984 and 25.30 
on 31st March 1969. During the entire period of 8 years i.e., 1989-90 to 
1996-97 the J&K SLDB could collect, on an average, more than 63 percent 
of the amount demanded leaving a balance of about 37 percent as overdues. 
Generally, cent percent recovery of horticultural loans cannot be 
expected in view of the uncertainties vagaries to which this activity is 
exposed and the large number of small farm units that are being financed. 
However, they should be kept at a minimum possible level. The problem of 
overdues, through many reasons should be traced to the ultimate borrower 
and tackled primarily at that level, although it cannot be denied that the 
deficiencies of the credit agency itself might have served as contributory 
factors warranting certain remendial measures in that direction too. 
The Jammu & Kashmir Co-operative Central Land Development 
Bank Ltd. has been playing an important role in catering long-term credit 
for horticultural development. But it is yet to bring farmers under its 
stretching hand motivating suitably for horticultural prosperity. As far as 
the source of finance, the J&K SLDB resorts to external debt by means of 
debenture issues. Humble beginning is made in diversification of long-
terms lending and, still needs to extend its loanable funds to it. Recovery of 
loans given a crux on which further lending programme hinges on. However, 
in the study it is found that the recovery of the J&K SLDB has been 
deteriorated. The J&K SLDB may strengthen in the future its credit 
structure for the speedy development of horticulture under in built services. 
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TABLE 7.4 
HORTICULTURAL RECOVERY AND OVERDUES PERFORMANCE 
OF THE JAMMU & KASHMm CO-OPERATIVE 
LAND DEVELOPMENT BANK LTD. 
(Rs. in Lakhs) 
Year Demand • Collection Overdues Percentage Percentage 
of Recovery of overdues 
to Demand to Demand 
1968-69 
1973-74 
1978-79 
1983-84 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
0 83 
1 69 
1 88 
2 52 
2 92 
3 12 
4 56 
5 81 
6 27 
6 04 
7 37 
8 06 
8 46 
0 62 
121 
0 69 
1 30 
2 04 
2 13 
• 2 96 
3.26 
4 37 
3 43 
4 89 
4 63 
5 59 
0.21 
0 48 
1.19 
122 
0.88 
0.99 
1.60 
2.55 
190 
2 61 
2 48 
3 43 
2 87 
74.70 
7160 
36 70 
51.59 
69 86 
68.27 
64.91 
56.11 
69 70 
56.79 
66 35 
57 44 
66 08 
25 30 
28 40 
63 30 
48 41 
30 14 
3173 
35 09 
43 89 
33 30 
43 21 
33 65 
42 56 
33 92 
Source: Data Colected form official records of Jammu and Kashmir Co-opertive Central 
Land Development Bank Ltd , Srinagar 
CHAPTER - 8 
Observations and Suggestions 
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C H A P T E R - 8 
OBSERVATIONS AND SUGGESTIONS 
An indepth study about the role of J&K Co-operative Land 
Development Bank in Horticulture Development has been made in relation 
to horticultural and agricultural long term credit. A brief resume of the main 
findings of the study, and a few suggestions based on the findings are 
presented in this chapter. 
Jammu and Kashmir State economy has been predominately an 
agricultural economy. Agriculture has the potential of contributing 
significantly to the State economy by providing employment to a large 
chunk of its population, by supplying raw material for industries and 
enriching the State exchequre. In fact, the process of development of the 
economy improves the inter dependence between agricultural and industrial 
sectors. Agriculture provides raw material to agro based industries and 
agricultural production is materially dependent on the rapid increase in the 
production of inputs supplying industries. 
It is worthless fact that horticulture occupies a central place in the 
State income but its performance has been far from satisfactory. The 
horticultural sector grew at a rate much below the potential, the growth rate 
hardly kept pace with the population growth and requirements of the 
economy. The impact of new technology has not been sufficient to transform 
the horticultural sector. The rapid growth of population on the one hand 
inadequate growth of horticulture on the other hand threatens to cripple the 
economy of the State. 
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Despite the fact that the factors responsible for backwardness of 
hotriculture are legion, but the problem of capital investment in horticulture 
is of paramount importance. It is with the help of necessary capital 
investment that production and productivity of agriculture and horticulture 
can be improved. However, majority of horticulturist are generally poor 
and are unable to finance their horticultural activities. Therefore, credit 
assumes great significance. If we are all concerned about increased total 
horticultural output in the shorter time, we must provide credit first and for 
most, that will enable them to levy more labour saving equipment, more 
plants and fertilizers. Moreover, credit should be accessible, cheap, safe as 
well productive, credit becomes a bottleneck to production if not available 
at the right time, in quantity needed and in the required constitutional forms, 
when technology of horticulture is sufficiently advance and other factors 
are present for transformation of stagnant horticulture. Hence, new 
institutional forms and additional capital may be needed at this stage for 
expanding technology and raising the levels of production. 
The farmers of the State do not know institutional credit for capital 
investment in horticultural and agriculture till the organisation of Land 
Development Bank in 1962. Before this agency, various Government 
departments were providing loans to these farmers but the quantum of credit 
available was limited and it resulted in adverse effect on our agricultural 
development in the State. With the development of new technology in 
agriculture, the need of having an institutional arrangement the provision of 
long-term credit was unavoidable. Keeping this in view, the State 
Government in Oct. 1962 established a State level agency on co-operative 
basis for providing long-term credit and investment finance for agriculture. 
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horticulture and allied activities. The agency was formed in the name of 
' 'The Jammu and Kashmir Mortgage Land Development Bank Ltd''. Initially 
the role of Land Development Bank was almost negligible because the 
various Government departments were providing similar credit facilities to 
the farmers for the purpose identical to those for which LDB was advancing 
loans. In due course of time, the State Government issued a directive 
stopping direct lending by Government departments and directed that all 
long-term credit for agriculture and horticulture development shall be the 
sole responsibility of Land Development Bank. 
For the attainment of main objectives of financing the farmers, the 
started mobilisation of the resources rigorously through the issue of shares, 
debentures and utilisation of its own reserves. The Bank succeeded to a 
greater extent in enhancing its reserves from Rs. 15 lakhs to 23.80 lakhs in 
1973-74, to Rs 108.65 lakhs in 1983-84 and ultimately to an attractive 
figure of Rs. 257.56 lakhs in 1992-93. On account of the heavy rush of 
farmers for crop and related capital investment loans, the Bank had to resort 
to debenture issues for generating more and more funds. But still the Bank 
has been facing the shortage of funds because of the important reason that 
it could not provide deposit facility to the farmers. Had this been provided 
it would had resulted in the enhancement of funds, Land Development Bank 
has, inspite of limited availability of resources worked for promoting the 
economic interests of its members and more particularly to cater the long-
term credit needs of its members for agricultural and horticultural 
development. The schemes it has framed include purchase of land, purchase 
of tractors, pumpsets, sinking of wells, levelling of lands etc. The Bank has 
provided finance to the tune of Rs. 4490.96 lakhs till 1995-96. 
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Success in the recovery of advance given, depicts the healthy working 
of a Bank. It is a backbone of the Bank on which the entire financial 
structure sustains. Till 1989, the recovery position of the Bank used to be 
not less than 60 to 70 percent but after 1989, the recovery started decline due 
to various reasons among which present turmoil in the State is the major 
cause as it hitted badly the recovery performance of the Bank. 
Thus, the Jammu and Kashmir Co-operative Land Development 
Bank, which is one of the most suitable agencies for providing rural credit 
in the State has to play a decisive role in future loaning programmes of the 
State. However, the unsatisfactory functioning of the Bank during some 
years have been because of some glarring problems faced by the Bank. It 
is depressing to note that situation is more alarming from the agriculturists 
points of view. The problems which are faced by lenders and borrowers are 
as follows:-
PROBLEMS FROM THE LENDER'S POINT OF VIEW 
Following are the main, problems facing the Bank from lender's 
point of view: 
(1) Recoveries and Overdues: 
The performance of Bank as regards to recovery of loans over the 
years has not been at par with the pace of advances. A deterioting 
recovery performance in turn has resulted into several restrictions 
being imposed by NABARD with regard to fresh advances to be made 
by them. Although long-term credit being an investment credit, 
improves the productivity of land and gives enhanced income to the 
farmers, recovery should not have been a problem for the Bank. But 
the higher percentage of overdue is due to lack of efforts on the part of 
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recovery staff including their convenience in non-repayment with the 
prosperious and influential farmers. In most of the cases, non-payment 
of dues is not due to capacity to pay, but is due to lack of influential 
borrowers. This task has aggravated especially after 1989. The Bank 
has been burdened with an overdue amount of Rs 467.08 lakhs in 1992-
93, as compared to Rs 70.29 lakhs in 1982-83, Rs. 13.80 lakhs in 1973-
74. Even loans advanced some-times back in sixtees under Special 
Horticulture Development Scheme are unrecovered. This scheme failed 
in higher belt's of the State, therefore, there seems no chance of 
recovery various study teams of "NABARD" have advised for 
providing relief to the Bank to the extent of this amount so that Bank 
is in a position to strengthen its position. While undergoing this study, 
it has observed that for this purpose various proposals were furnished 
to the State Government but it is depressing to note that nothing 
concrete has come out so far. Besides this, that there are some areas of 
the State like District Budgan, Pulwama, etc., the loan for saffron 
scheme was given to the agriculturists but the scheme did not work to 
the satisfaction and ultimately it resulted in no return to the Bank. 
Further the Bank advanced Rs. 17 lakhs the highest so far the Hatchery 
scheme in District Anantnag, but there was no recovery for the amount 
advanced by the Bank, as it too was a failure. 
(2) Drawing and Disbursement: 
At present drawing and disbursement powers of the ' 'NABARD" 
are vested with the Mumbai Office. The release and remittance of the 
funds at present is done at Mumbai Office which is thousands of 
Kilometers from Srinagar. This has created lot of problems for the 
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Bank and thousands of rupees are lost in transit while remittances are 
made at Mumbai Office or when funds are released by them to State 
LDB. At times, delay in the receipt of funds from "NABARD" 
paralyses this whole institution and brings the working stand still. 
(3) Inadequate State Capital Contribution: 
Participation of the Government in the Share Capital Contribution 
is not adequate. Bank has raised its own share capital at Rs. 441 lakhs 
where as State Government's participation is at Rs. 29 lakhs. Normally 
there should have been equal participation of the State Government 
towards the share capital of this institution. Gap of Rs. 15 lakhs in the 
share capital participation of the State Government is too big amount 
for the Bank and indirectly effects of the prosperity and smooth 
functioning of the Bank. 
(4) Poor Management: 
State Land Development Bank has failed to achieve its objectives 
in letter and spirit. The executors failed toexcute the plans formulated 
by Management Committee because such plans are not based on 
appropriate planning premises. It has also observed that most of the 
executors of these plans are not well versed with the latest controlling 
devices which are essential for the proper implementation of the plans. 
(5) Lack of Proper Co-ordination: 
The present hierarchy system suffers from proper co-ordination of 
the organisation leaving most of its programmes ineffective. There is 
wide gap between Managing Committee at the top and other executors 
at District and Tehsil levels. It was observed that in some cases, 
decisions taken at the higher level management are communicated to 
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the District and Tehsil level Officers at the time when they had lost 
their sancity. At the same time the officers working at the District and 
Tehsil level branches of the Bank do not submit their necessary 
business reports well in time, with the result the problems in the 
functioning of State LDB multiply year after year; making the system 
disfunctional. 
(6) Lack of Selection and Training: 
The personnel working in the Bank in various ranks find themselves 
in dole drums as they are not clear about their roles. In some cases the 
persons appointed are in no wayfit to the satisfaction of the job. 
However, their selection is made on the basis of understanding which 
they have with members of Managing Committee. This defective 
method of the selecting persons for the Bank under study have been 
responsible for the unsatisfactory growth and functioning of the said 
Bank. The situation is more aggravating because branches working in 
rural areas are totally unaware of rural development and agricultural 
finance. Urban people appointed in rural branches find it difficult to 
cope up with the environment prevailing in the development work and 
are always looking for an opportunity to get themselves transferred to 
urban areas having better facility. All this ill - equipped, ill-qualified 
and ill-experienced staff bares the very spirit of LDB's philosophy in 
Jammu and Kashmir State. 
(7) Non-Rehabilitation of Weak Branches: 
A study was conducted by NABARD in eightees for the 
identification of the weak branches of Jammu and Kashmir LDB. The 
study identified five branches of this Bank namely Baramullah. 
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Handwara, Rajouri, Banihal, and Poonch. These branches have virtually 
lost their eligibility due to alarming position of their overdues 
"NABARD' had issued guidelines consisting of ten-point action 
programme (Annexure-G) as a comprehensive rehabilitation of weak 
branches with the assistance of district level review committee 
constituted by State Government. The central idea of this programme 
was to improve the recovery position bf weak branches and 
simultaneously improve the organisational, financial and managerial 
functions. The rehabilitation were considered and approved by district 
level review committee and were further examined by the rehabilitation 
cell of Bank but it is astonishing to note that the action plan was not 
implemented in letter and sprit, with the result the identified weak 
branches are still lying un-rehabilitated. 
(8) Lack of Review on the Loaning Procedures: 
Even though the State of Jammu and Kashmir has tried to provide 
quite elaborate and simple procedures for the advancement of loans, 
yet, there should be a regular system of review on the functioning of 
such procedures. The changed circumstances require change in the 
procedures also. And as such, a regular review of loaning procedure 
is necessary. 
(9) Lack of Deposit Mobilisation: 
The deposit mobilisation by credit co-operative lags behind while 
other financial management is keeping pace with the overall growth of 
the co-operative movement. Since the credit co-operatives enjoy 
Government patronage, special efforts are required to boost up the 
deposits. 
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(10) Lack of Planning: 
There is no systematic planning to work out the requirements of 
credit in a year for every district as well as for the State as a whole. It 
has been noticed that the optimum level of investment recommended 
for a particular scheme is not properly followed by the farmers. 
PROBLEMS FROM BORROWERS POINT OF VIEW 
Undoubtly the loaning business of this Bank has been satisfactory 
during the past three decades but while conducting the detailed study of this 
institution at macro as well as at micro level by observations, questionnaire, 
interviews and discussions, it was observed that the farmers were unhappy 
with the functioning of the Bank (74%) because of the problems faced by 
them, in approaching the Bank for farm financing. Some of the problems of 
para-mount nature are as follows: 
(1) The Bank has a very elaborate and comprehensive procedure for 
sanctioning of loans (51%). This often results in the time lag between 
the sale of application and actual disbursement of loan. The 
comprehensive procedure requiring a long time lag in the sanction of 
loans breeds corruption also. 
(2) It is observed in some cases (28%) that the farmer who is supposed to 
provide full information to the banker is unable to disclose his plans, 
assets, liabilities etc., because banker speaks more than the borrower. 
Banker tries to put forth his knowledge before the borrower. This is due 
to poor listening skill of some bankers. 
(3) Either no or hurried technical appraisal of loan cases is done. This may 
be due to lack of knowledge or lack of time. Both are bad for the Bank 
since wrong technical standards lead to poor or no recovery. 
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(4) Before disbursement of loan to the farmer by the Bank, its viability is 
not carefully judged. Test of returns and risk bearing ability is left to 
nature, thus putting the Bank into risk. 
(5) It is generally observed (56%) that credit reports of the farmers are 
cooked up in order to oblige them by giving loan. Moreover, such 
credit reports are never changed every year, hence puts the Bank at 
disadvantage. 
(6) There is common complaint that there is always invoicing. But rarely, 
it is seen any body rectifying this error by reducing the amount of loan. 
Sanctioning is done as invoice value knowingly that it is more than the 
actual. 
(7) Fixation of instalments with the borrower's is done arbitarily in many 
cases (59%). It is not based on incremental income with the result 
farmer find it difficult to repay the instalment and thus tries to find out 
excuses for not paying in time. 
(8) In some cases equtable mortgage is done with duplicate copies of title 
deeds ,which is not desirable. 
(9) Loan amount is disbursed to the borrows or transfer to his saving bank 
account thus having no control over the drawing and the purpose for 
which the loan is taken . 
(10) Period of repayment is fixed in many cases without linking it with the 
harvesting season or time of cash inflow,thereby facing problems,both 
by banker and borrower. 
(11) Identification of the borrower,his antecedents rarely done, and if 
done,it is rarely put in black and white,thus keeping everybody in dark 
about the source of identification. 
238 
(12) It is generally observed that after the disburse ment of the loan amount, 
the banker feel that their job is done and is the duty and sole responsibility 
of the borrower to repay the loan. The contact is also lost with the 
borrower. The file is also closed and heptaside and opened only when 
either Head Office man wants to see it or documents are to be reverved. 
This is a big mistake in point of the bankers. 
(13) Whenever, the recovery official visit the borrowers place of living, he 
waste much of his time in discussing other matters,but this should be 
avoided as far as possible since basic purpose of visit is forefeited. 
Mere identification of problems is not the end in itself so far as the 
working and functioning of Jammu and Kashmir Land Development Bank 
is concerned. It, therefore, calls for concerted efforts to minisise and even 
in certain cases irradicate the bottlenecks so for as to gear-up smooth 
functioning of the Bank and to ease the borrowers in procurring long term 
finance for the development of agarian economy of this depressed State. In 
view of these problems, the following measures are suggested for putting 
the Bank under study on sound rails: 
SUGGESTIONS 
(1) Since the Horticulture Development Scheme launched in sixties has 
failed in higher belts of the State and there seems no chance of recover>' 
of loans provided under the scheme. It is suggested that NABARD and 
State Government may provide relief to the Bank to this amount so that 
the financial position of the Bank strengthens, because it was on the 
directions of the State Government this scheme was financed. This 
enable the Bank to make such branches functional and viable which 
have lost their lending eligibility on account of overdues. 
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(2) It is suggested that drawing and disbursing powers which are centralised 
with the NABARD at Mumbai may be decentralised not only to the 
Central Office of Land Development Bank but even at district level 
branches. 
(3) The participation of Government in the share capital contribution of 
the Bank is not adequate. It is suggested that there should be an equal 
participation of the State Government towards the share capital of this 
institution. 
(4) Like all other credit co-operative institutions, the functioning of 
general body and district level committees should be made effective by 
giving them freedom in functioning and providing co-operative 
education especially on the role to be played by them in the proper 
implementation of plans. The managing director at the central level 
should encourage the members to actively participation in the meetings 
of the general body as well as of managing conmiittee. 
(5) At present there are no facilities for training the staff of the Bank. The 
co-operative training school set-up by the State is non-functional 
institution; therefore, it be equipped with all modem facilities on 
priority basis and a regular system of training should be devised in 
consultation with this institution for refresher courses, need based 
training programme on the subjects of co-operation. 
(6) The guidelines issued by the NABARD in its 10-point Action 
Programme for the rehabilitation of weak branches needs the 
implementation by Bank at its priority. The central idea of this 
programme should be to improve the recovery position of weak branches 
and simultaneously the organisational, financial and managerial 
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functions. State Government and the Bank should jointly frame the 
schemes to rehabilitate the sick branches. For ensuring the smooth and 
efficient functioning of various branches, some norms for minimum 
loaning business and income should be fixed along with a ceiling on 
expenditure keeping in view the level of business and income in LDB. 
(7) It has been observed that an elaborate and complicated procedure is 
being followed in sanctioning of loans by the Bank. As far as procedure 
adopted for lending, the processing of applications starts at the 
supervisors level. There is however, no arrangement for the branches 
of the Bank staff operating in various districts, to involve themselves 
in project identification. Under the present practice, the responsibility 
for sanctioning loan is vested with the central office. The role of the 
branch managers of the Bank seems to be only link between Head 
Office and the farmer. To simplify the procedures, more powers be 
given to branch office's for sanctioning loan is vested with the central 
office. The role of branch managers for sanctioning loans upto fixed 
limit say upto Rs. 15,000 only. So that the poor farmers may not loose 
much more time in following his case. 
(8) Since the Bank has been suffering very frequently on account of 
shortage of funds for financing the various farm schemes, it is strongly 
stressed that the Bank may be empowered to mobilize resources by 
introducing a special deposit scheme especially for the Farm 
Community. The rate of interest on the deposit scheme's should be one 
percent more as compared to other commercial banks. This will be in 
conformity with the RBI directives. 
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(9) The system of follow up of utilisation of loans by the supervisors also 
called for certain radical improvements. At present, supervisors do 
visit loanees and record in their visit diaries of such activities. However, 
the periodicity of such visits and in particular, the contents of their 
reporting in the diaries left room for improvements. In particular the 
stage of progress of the implementation of the scheme/investment at 
the field level do not get reported. In order to improve the system, the 
following suggestions for proper functioning of the Bank are: 
(i) The periodicity of the supervisor's visits to the concerned farmer 
should be more frequent as per specific time schedule, immediately 
following the release of the loans to ensure that the loans released 
get committed to the works for which they are released. This by 
itself will help checking tendencies for possible mis-utilisation, 
(ii) The reporting by the supervisor in the field dairy shall invariably 
give the level of progress noticed by them in respect of the 
individual items of work taken up at the farmers level and not 
merely a calander of visits of the supervisor as is done now in most 
cases, 
(iii) The officials of the Bank should check the visit diaries of supervisors 
periodically and also undertake random visits to the loanees which 
will act as a safeguard against possible wrong reports by 
supervisors, 
(iv) The general manager if not managing director, also should select 
periodically on random basis some of the loan cases financed by 
Bank and visit the loanees along with the branch manager and the 
concerned field supervisor. 
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In short, for making the system more efficient, there should be 
effective system of checks and counter checks by different 
functionaries of the Bank starting right from district co-operative 
LDB level upto the central co-operative LDB level. This alone can 
create the needed awareness on the part of all functionaries in the 
Bank and the loanees at the field levels about the seriousness 
attached to the implementation of the programmes and recovery of 
dues. 
(10) Banker may try to understand at least the working apart of the purpose 
for which loan is sought for. If information is needed from outside say 
for example ground water level,suitability of soil for certain specific 
crops etc., should be collected before hand. 
(11) Before financing, one may look into the fact, that what has been 
planned by the borrower can be executed and see whether it comes 
under the schemes framed by the Bank. If yes, how and if no, why? 
any adjustments in this regard needed can be suggested with reasons 
by the technical committee of the Bank. 
(12) It is usually observed that before disbursement viability of loan is not 
carefully judged. It is suggested that expenses and income should be 
based on actuals rather than fictitous figure and profitability should 
be judged carefully. 
(13) Since credit reports provide a good information on financial as well 
as status of the borrower, it should never be cooked up; facts should 
be known even if advance is to be given, so that necessary precautions 
are taken. Secondly it will never remains the same e.g, cash balance 
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would never be the same in the beginning and in the end, so are the 
credit reports. 
(14) It has been observed that farmers suffer due to shortage of working 
capital, therefore, giving working capital in all cases when term loans 
are given assumes significance. Any lapse in this may result into non-
repayment of loan instalment due to non-functioning of the assets 
resulting from lack of working capital funds. 
(15) To avoid the over invoicing, the banker should try to know the actual 
price of an asset i.e., tractor, tube-wells, pumpsets, trucks etc. by 
personally visiting to the dealers offices for a cross check. Tagging 
arrangements between the dealer or the borrower credit should be 
need based. 
(16) Equitable Mortgage should be created with original title deeds. Such 
Mortgage should be created as per the law not by ones whims. 
(17) It must be observed carefully that villagers are identified before 
advancing loans to them at the time of executing the documents, to 
avoid cases of impersonation and also to keep in recoveries. 
(18) The functioning of the Bank has been suffering to a considerable 
extent on account of its entanglement with polities. This is not a 
healthy sign for smooth and proper working of the Bank. Therefore, 
sincere efforts should be made to avoid politics and create true spirit 
of co-operation in the affairs and functioning of the Bank. The State 
Government must give some guidelines and norms to be adopted by 
the Bank for keeping politics away from the affairs of the Bank so that 
its co-operative character and spirit remain intact. 
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(19) The Bank, as a rural credit agency, has a distinct and vital to play in 
the context of effective implementation of integrated rural development 
programmes (IRDP). While other financing agencies under this 
programme cover both agriculturists and non-agriculturists like 
agriculture labourers, village artisans and other weaker sections,the 
Land Development Bank which has hitherto provided credit to 
agriculturists only should also provide loans to non-agriculturists 
especially the rural poor to better link them with the mainstream of 
rural development. In addition, the Bank should also provide loans 
for development of rural industries. 
(20) It has been found that the illiteracy has been one of the major 
problems for the Bank to achieve its objective. The illiterate and 
ignorant farmers should be made aware of the banking facilities 
available in their areas. As most of the rural people are illiterate and 
ignorant about the policies of the Bank, the Bank should frame 
different programmes and schemes explaining the importance of the 
land development financing. These programmes should be broadcast. 
This will play an important role in the development of both the Bank 
and the beneficiaries. 
(21) The study has also revealed that in most all the cases the percentage 
of bad and doubtful debt reserve is much lower compared to the total 
reserve. The problem of overdues as we see it today in a given socio-
economic and political context is likely to continue for sometime and 
therefore some built in mechanism should be evolved which could 
take care of the crises in future. One of the suggestions that may be 
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made in this regard is making statutory provision say of 15 percent of 
the profit going to bad and doubtful debt fund. Another suggestion 
which was made at the field level was to make provisions under bad 
and doubtful debt under expenditure head and part of profit and loss 
account. The implications of these needs to be further examined. 
(22) The problem of long-term lending is extremely difficult in the hillyand 
difficult areas of the State. A general approach of rehabilitation and 
assistance for investment finance for these areas will not be relevant 
in view of land tenure system, socio-economic conditions and 
typographical situation. For such areas again probably long-term 
lending can not be segregated from short-term financing. What is 
required is a composite type of financing at a low rate of interest. It 
is therefore suggested that for such difficult areas the Bank should try 
to promote/introduce and help formation of self help groups. 
(23) The opposition political parties misguide the illerate and poor farmers 
by talking about the remission ordefrement of loans by the State 
Government. Non-recovery of loans causes strain not only on the 
resources of the lending agencies but it also creates problems for the 
borrowers who are denied further loans without repaying the previous 
ones. The recovery position can be improved by properly educating 
the borrowers about the importance of the repayment of loans and the 
positive role of the political parties. 
The aforesaid suggestions once implemented sincerely and effectively 
the Bank will flourish. Its role and assistance in the development of the 
depressed agricultural economy of the State will become much more 
significant and appreciable. To give boost to the Agriculture, Horticulture. 
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Sericulture etc. needs the mechanisation and retionalisation of agriculture 
which demands heavy capital investment. The Jammu and Kashmir Co-
operative Land Development Bank has first, to overhaul and rationalize 
itself in the light of the recommendations given in the preceeding lines, then 
only it can be helpful to farmers and the State positively. 
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APPENDIX - D 
CLASSIFICATION OF LDBs LOANS 
The Reserve Bank of India has made classification of loans issued by 
Land Development Banks which have been categorised into identifiable 
productive purposes, unidentifiable productive purposes and nonproductive 
purposes. They are detailed as follow: 
(A) Identifiable Productive Purposes: 
(i) Sinking of new wells (surface wells, dug-cum bore wells, tube-wells and 
filter points). 
(a) in respect of which all instalments have been disbursed. 
(b) in respect of which only part disbursement has been made, 
(ii) Construction of new tanks to conserve water for wet cultivation. 
(iii) Boring and deeping, reconstruction or repairs to old wells (surface, tube 
or dug cum-bore wells) and deepening, reconstruction or repairs of 
tasks. 
(iv) Installation of persain wheels. 
(v) Purchase and installation of pumpsets (Diesel or electric), deposits with 
Electricity Board for high or low tension lines for energizing electric 
motors, construction of field channels and pump houses. 
(vi) Purchase of Tractors, power tillers, mechanical spravers and other 
machiner>' and implements. 
(vii) Construction of godowns, cattlesheds, farm houses, manure sheds, 
tobacco bams etc. 
(viii) Barbed wire or stone fencing. 
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(B) Unidentifiable Productive Purposes: 
(i) Levelling, bunding and reclamation of lands. 
(ii) Soil conservation by terracing. 
(iii) Construction of drainage channels to prevent flooding or bunding of land 
to prevent erosion, 
(iv) Preparation of land for orchards, plantations, etc. 
(C) Non-Productive Purposes: 
(i) Purchase of renancy/ownership rights. 
(ii) Loans for redemption of prior debts/mortgages. 
(iii) Purchase of land.' 
(iv) Others. 
Since November 1972, RBI has given a privilege to land development 
bank to treat unidentifiable productive purposes under (B) above as 
identifiable productive purposes for financing under their normal lending 
programme provided following safegards are observed: 
(i) The area proposed for land reclamation, leveling, development, etc., are 
identified by the Department of Agriculture or by the concerned 
technically qualified agency. 
(ii) The schemes are prepared according to a programme drawn by the 
Agriculture Department of the State Government and executed either 
departmentally o-r by some other technically qualified agency competent 
to undertake the work and certify completion thereof. 
(iii) The plans and estimates of the financial outlay are approved in each case 
by the Department or the agency, if any, appointed or likely to be 
appointed by the land development banks. 
X V I 
(iv) Adequate arrangement for providing technical supervision over the work 
of construction and development are ensured and loans are issued in 
instalments according to the progress of the scheme. 
(v) The economic feasibility of each scheme is worked out to assess the 
additional income that might be generated on account of the development 
and on the basis of such assessments, appropriate periods of rapayment 
of the loan fixed. 
(vi) The borrower should be able to repay the loan out of incremental income 
from the lant benefiting from each scheme within a maximum period 
depending on the type of development but not exceeding 15 years. 
(vii) If no recovery of either principal or interest were to be possible during 
the first few years of the gestation period, the land development bank 
should be in a position to meet the commitment towards contribution of 
sinking fund, payment to interest on debentures etc., during these years 
from out of its owned funds. 
Hence, the main object of the production oriented system of lending is 
to reorient the lending policies of the land development banks to productive 
purposes. 
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APPENDIX-E 
STATE-WISE CUMULATIVE SCHEMATIC REFINANCE OF NABARD 
TO STATE LAND DEVELOPMENT BANKS 
(Rs. in Crores) 
1982-83 to 1993-94 Since inception upto 1993-94 
(including pre-NABARD era) 
S.No. State Rs. %age Rs. %age 
1 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
Total 
2 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Punjab 
Rajasthan 
Assam 
Tripvffa 
Bihar 
Orissa 
West Bengal 
Madhya Pradesh 
Uttar Pradesh 
Gujarat 
Maharashtra 
Andhra Pradesh 
Kamataka 
Kerala 
Pondicherry 
Tamil Nadhu 
Manipur 
1 
3 
390 
17 
17 
456 
279 
12 
4 
180 
75 
128 
349 
1027 
290 
778 
897 
570 
295 
5 
258 
1 
6027 
4 
6.47 
0.28 
0.28 
7.57 
4.63 
0.20 
0.07 
2.99 
1.24 
2.12 
5.79 
17.04 
4.81 
12.91 
14.87 
9.46 
4.89 
0.08 
4.28 
0.02 
100.00 
5 
518 
19 
18 
565 
334 
13 
4 
253 
113 
157 
455 
1277 
348 
985 
1219 
683 
332 
5 
351 
1 
7650 
6 
6.77 
0.25 
0.24 
7.38 
4.37 
0.17 
0.05 
3.31 
1.48 
2.05 
5.95 
16.69 
4.55 
12.87 
15.93 
8.93 
4.34 
0.07 
4.59 
0.01 
100.00 
Source: Report of Seminar on Loaning Policies & Procedures of ARDBs. 
National Coop. Agriculture & Rural Development Bank's Federation 
Ltd., Bombay, 27-28th, March, 1995. 
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APPENDIX-F 
FRUIT-GROWERS CO-OPERATIVE MARKETING 
SOCIETIES IN JAMMU & KASHMIR 
S.No. Year/District No. of Membership Fruit Marketed 
Societies (Cummulative) (lakh tonnes) 
1 2 3 4 5 
1. 
2. 
J . 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
1974-75 
1977-78 
1979-80 
1980-81 
1981-82 
1984-85 
1985-86 
1986-87' 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Anantnag 
Pulwama 
Srinagar 
Budgam 
Baramullah 
Kupwara 
Leh 
Kargil 
Jammu 
Udhampur 
Doda 
Kathura 
Rajouri 
Poonch 
19 
58 
80 
98 
104 
131 
143 
147 
171 
178 
195 
195 
204 
212 
224 
32 
26 
8 
20 
56 
25 
-
4 
14 
12 
12 
6 
6 
9 
2185 
5365 
792 
9405 
10028 
12141 
12413 
13204 
14558 
15852 
16250 
16410 
16639 
17198 
17784 
2805 
1779 
573 
1992 
4895 
2192 
. 
129 
757 
888 
622 
360 
308 
776 
0.03 
0.10 
0.15 
0.14 
0.08 
0.06 
0.07 
0.07 
0.03 
0.05 
0.05 
0.01 
0.04 
0.03 
0.07 
0.026 
0.015 
0.005 
0.006 
0.003 
-
-
-
0.026 
0.001 
-
0.006 
0.001 
0.001 
Total 230 18076 0.090 
Source: "DigestofStatistics", Directorate ofEconomics&Statistics, Planning 
& Development Deptt., J & K Govt., 1994-95. 
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APPENDIX -G 
NABARD'S 10 POINT PROGRAMME FOR REHABILITATION 
OF WEAK PLDBs/BRANCHES OF SLDBS 
POINT NO. 1 
Selection of Weak Units for Rehabilitation: 
(a) Units with overdues exceeding 60 percent of the demand as on 
30th, June, 1985 and those that will come under this categor>' in 
subsequent years to be taken up for rehabilitation. 
(b) Of the above, units incurring losses continuously for 5 years and 
those which are not expected to achieve a loan outstanding of Rs. 
70 to 75 lakhs within a period of 3-5 years not to be covered under 
rehabilitation being nonviable. 
(c) Non-viable units to be amalgamated or liquidated or rehabilitation 
by State Government/SLDB, if proposed to be retained. 
POINT NO. 2. 
Investigation of Overdues: 
(a) Appointment of a District Level Review Committee (DLRC) to 
analyse the overdues. 
(b) Case by case study of the overdues. 
(c) Creation of reserve for bad and irrecoverable loans. 
(d) Relief to non-wilful defaulters where necessary. 
XX 
(e) Time bound programme for recovery of dues of wilful defaulters 
by coorcive action. 
(f) State Government to provide fuds to LDBs for purchase of Lands 
brought to auction where there are no bidders. 
(g) Loans to farmers who are willing to buy such lands even above the 
10% limit for lending for non-productive purposes. 
POINT NO. 3 
Strengthening of Organisation and Management: 
(a) Assessment of Staff requirements. 
(b) Re-deployment of additional staff. 
(c) Appointment of technical and other staff. 
POINT NO. 5 
Loan Policies and Procedures: 
(a) Review of policies and procedures with intent to streamline them. 
(b) Quick sanction and disbursement of loans. 
(c) Adequacy of finance. 
(d) Seasonality in lending. 
(e) Post disbursement Supervision. 
(f) Financing of non-traditional activities, land and non-land based 
and loans against hypothecation. 
POINT NO. 6 
Strengthening of Resources: 
(a) Strengthening of Share Capital base. 
(b) Loans from NRC (LTO) Fund for share capital contribution relaxing 
X X I 
the usual overdues norms (35%) and limit for government share 
capital contribution (50%) Rs. 10 lakhs per unit over a period of 3 
years (Rs. 2-4 and 4 lakhs). 
POINT NO. 7 
Financial Assistance from NABARD for appointment of Technical Staff: 
(a) Financial assistance from NABARD out of R&D Fund for 
appointment of technical staff for a period of 3 years. 
POINT NO. 8 
Subsidy from NABARD for Creation of Rehabilitation Cell: 
(a) Subsidy from NABARD towards cost of creation of a rehabilitation 
cell at SLDB level for monitoring the rehabilitation programme -
— cost of one senior officer and a minimum number of Junior 
level officers, one officer for every 5 weak units and other 
supporting staff. 
POINT NO. 9 
District Level Rehabilitation Review Committee 
(a) Constitution of a District Level Rehabilitation Review Committee 
(DLRRC) for approving and monitoring the rehabilitation 
programme. 
POINT NO. 10 
(a) Constitution of State Level Rehabilitation Review Committee 
(SLRRC) for reviewing the progress of the implementation of the 
rehabilitation programme at State Level. 
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APPENDIX-J 
INTER STATE COMPARISON OF VALUE OF OUTPUT OF 
FOODGRAINS AND MAIN COMMERCIAL CROPS IN PRICES 
PER HEAD PER HACTARE OF RURAL POPULATION 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
State 
Punjab 
Haryana 
Gujarat 
Kamataka 
Maharashtra 
Tamil Nadu 
Uttar Pradesh 
Rajasthan 
Madhya Pradesh 
Andhra Pradesh 
Orissa 
West Bengal 
Bihar 
Himachal Pradesh 
Jammu & Kashmir 
Assam 
Kerala 
Rupees 
3,361.00 
1,998.00 
1,723.00 
1,584.00 
1,189.00 
2,516.00 
1,717.00 
888.00 
949.00 
1,501.00 
1,207.00 
1,870.00 
1,314.00 
1,458.00 
1,703.00 
1,373.00 
2,014.00 
Rank 
I 
IV 
VI 
IX 
XV 
II 
vn 
xvn 
XVI 
X 
XIV 
V 
XIII 
XI 
\Tn 
XII 
ni 
Source: Statistical outline of Himachal Pradesh, 1993, Directorate of 
Economics and Statistics, Government of Himachal Pradesh. Shimla. 
pp.382. 
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APPENDIX - K 
QUESTIONNAIRE -1 
(FOR LENDER) 
1. Name: 
2. Designation: 
3. No. of members of the Covering Body: 
4. No. of members carolled (as on 31-03-1997): 
5. Did your society ever take any steps to mobilise 
deposits for the Bank? Yes/No 
6. Did Supervisor/Branch Manager/Any Officials put in 
efforts for mobilisation of deposits Yes/No 
7. How many persons deposited their amounts from your 
society area? 
8. (a) Do you feel that the deposits have increased from 
your area satisfactorily? Yes/No. 
(b) If no, state the causes for unsatisfactory performance: 
(i) No saving witii the public 
(ii) Poor cropping due to droughts conditions 
(iii) Public have no confidence about the safety in Land 
Development Banks 
(iv) Public having savings but efforts were not put in by 
officials and non-officials 
(v) Any other 
9. Was there any special drive for deposit mobilisation 
by the Bank? Yes/No. 
X X V X l 
10. (a) Did the Officials ever try to explain the members 
and non-members about various facilities of the 
loans and their terms & conditions. Yes/No. 
(b) If yes, state the impact of such canvass 
(i) Splinded 
(ii) Good 
(iii)Not so good 
(iv) Poor 
(v) Very poor 
11. State the Services rendered by the Bank 
(i) Collection of cheques & bills 
(ii) Remittances 
(iii)Discount facility 
(iv)Loan facility or overdraft 
(v) Any other 
12. Relations with the Bank the following factors 
determine the quality of services provided by 
by Bank Please indicate the level of satisfaction 
Factors Very Good Satisfactory Not Bad 
Satisfactory 
(a) Location, Layout 
and cleanliness 
of the Bank 
promises 
(b) Varieties of 
services offered 
(c) Attitudes of the 
Bank Staff 
X X V l l l 
(d) Promptness in 
recording pass 
books entries 
(e) Compliance with 
the standing 
instructions 
(f) Replies to enquries 
(g) Convassing about 
the services 
13. Did you receive the communication about preparation of 
credit limits on time during last year? Yes/No. 
14. In your opinion, tlie time allowed for submission of 
credit limit statements are reasonable. Yes/No. 
15. Did the scales of Finance fixed are reasonable? Yes/No. 
16. (a) Did you face any difficulty in preparing land record 
registers of members? Yes/No. 
(b) Did you face any problem in preparation of normal 
credit limit statements? Yes/No. 
17. (a) Did you submit credit limit statements within the 
stepulated time to Branch? Yes/No. 
(b) If yes, please state the amount of normal delay 
particularly during 1996-97. 
(c) If no, please explain the causes. 
(i) Preparation of land records register involves time 
(ii) Delayed communication from Branch 
(iii) Delay in taking Managing Committee Resolution 
(iv) Preparation of enclosures involves time 
(v) Any other 
XXIX 
18. (a) Did you prepare normal credit limit satements for 
all the mambers? Yes/No. 
(b) If no, to whom did you prepare? 
(i) Member having regular dealing with Bank. ( ) 
(ii) Indebted Members ( ) 
(iii) Old Members ( ) 
(iv) Any other ( ) 
19. (a) Do you receive loan policy communication regularly 
for both seasons in every year? Yes/No. 
(b) In your opinion the method of communitation is 
satisfactory? Yes/No. 
20. Have you faced any difficulty in preparation of loan 
application? Yes/No. 
21. (a) Did you submit loan application on time ? Yes/No. 
(b) If no, what are the causes for delay in submission 
of loan application? 
(c) How much delay has taken place in submitting loan 
application? 
22. Did you face any difficulty in completing the formalities 
after sanction of loan? Yes/No. 
23. (a) How much time did they for disbursing the amount 
from the date of sanctioning? 
(b) What are th causes for late disbursement? 
(c) Did you follow prescribed time-tage while making 
disbursement? Yes/No. 
24. (a) How did you distribute cash component? 
(i) Cash payment ( ) 
(ii) Cheque payment ( ) 
(iii) Any other ( ) 
X X X 
(b) Did you disburse the amount in the witness of any 
bank employee? Yes/No. 
(c) If amounts are disbursed in the presence of Bank 
employees, why did not the signatures tally with 
loan application? 
(i) Member sign differently ( ) 
(ii) While preparing loan application they were 
illiterates and subsequently have become literates ( ) 
(iii) Without name signatures made while disbursing 
the loans. ( ) 
(iv) Signatures made in hurry mood ( ) 
(v) Without name signatures while preparing loan 
application ( ) 
25. Did you submit the disbursement statements 
within 15 days from the date of disbursement Yes/No. 
26. (a) Did you enclose all the certificates required 
along with loan applications and disbursement 
statements? Yes/No. 
(b) Who prepares the land records register and loan 
application? . 
(c) Did anybody assist you in preparing such 
statements? Yes/No. 
27 (a) Did your supervisor scrutinize the statements with 
records? Yes/No. 
(b) If yes, what method did they follow in seruting? 
(i) Random checking ( ) 
(ii) Census method ( ) 
XXXI 
28 (a) Generally on what aspects did they concentrate 
while certifying the statements? 
(j) Documents to be enclosed 
(ii) Totals 
(iii) Verification of concerned records 
(iv) Any other 
(b) Generally who rectifies the defects? 
(i) Supervisor 
(ii) Branch Manager 
(iii) Any other 
29. How did the Bank fulfils the seasonality discipline 
for getting further credit limts before the due date? 
(i) Actual collections from the members 
(ii) Temporary adjustments by member or President 
(iii) Book adjustment 
(iv)Any other 
30. (a) Did you pursure for repayment of loan regularly? 
(b) Which method of pursuation did you adopt for 
recovery? (State in order of preference) 
(i) Moral pursuation 
(ii) Legal process 
(iii)Any other 
31. (a) Did you serve notices to all the loanees whose 
loans have become overdue? 
(b) Were there any chronic and influential 
defaulters from your bank? 
(c) If yes, did you cover all of them under legal action? 
32. Generally who takes initiative for coverage of legal 
action against defaulter? 
( 
( 
( 
( 
( 
( 
( 
) 
) 
) 
) 
) 
) 
) 
( ) 
( ) 
( ) 
( ) 
Yes/No 
( ) 
( ) 
( ) 
Yes/No. 
Yes/No. 
Yes/No. 
xxxii 
(i) Yourself 
(ii) Supervisors 
(iii)Branch Managers 
(iv)Any other 
33. What is the normal time involved in disposal of 
legal cases filled against defaulters? 
34. (a) What are the general causes for poor recovery 
(b) Did official behave co-operatively while 
making recovery? 
(c) Do you have any problems of recovery of loans? 
35. (a) Did the supervisor identify soft, hard and chronic 
loanees? 
(b) Did he pay the attention on collections during the 
entire year? 
(c) If no, when did he concentrate? 
(i) During harvest seasons 
(ii) One month before the due date of the seasonality 
(iii)Only group action 
(iv) Any other 
(d) On whom he concentrates much for recovery? 
(i) Chronic defaulters 
(ii) Current year defaulters 
(iii) Weaker sections 
(iv) Defaulters who are able to pay 
(v) Any other 
36. Who prepares the Inspection Reports? 
(i) Paid Secretary 
(ii) Branch Manager 
( 
( 
( 
( 
Yes/No. 
Yes/No. 
Yes/No. 
Yes/No. 
X X X I 1 1 
(iii) Supervisor ( 
(iv) Non-official ( 
(v) Any other ( 
37. (a) Did supervisors find any cases where members 
refused the liability during the past 10 years? 
(i) Few cases ( 
(ii) No cases ( 
(b) What was the action taken on them: 
(i) It is in the process of enquiry ( 
(ii) No action has been initiated so far ( 
(iii) Matter was not referred to higher authorities ( 
(iv) Matter was superssed by the supervisor due 
to involvement of non-officials ( 
(v) Non-officials have taken the responsibility 
of payment. ( 
(vi) Any other ( 
38. Amount of interest shown by supervisors in loan verification 
(i) Keen interest ( 
(ii) Occasional interest ( 
(iii) No interest ( 
XXXIV 
QUESTIONNAIRE - II 
(FOR BORROWER) 
I. Personal Data 
(1) Name: 
(2) Village: 
(3) Occupation: 
(4) Society's Name: 
(5) Age of your membership: 
(6) (a) Whether literate or illiterate 
(b) If literate, state the Educational Qualification 
(7) Land holding (in canals): 
(8) Source of Irrigation: 
(9) Cultivated Land under different crops during 1996-97. 
Name of the crop Area in Acres 
(i) 
(ii) 
(iii) 
(iv) 
(10) Source of income during 1996-97, state the amount? 
From Agriculture Other source Total 
(11) Family Size: (a) Males = (b) Females = (c) Total = 
(12) Number of earning members Working in Working in 
Agriculture other Areas 
XXXV 
II Loaning Opeations 
(1) How much did you require for your agricultural operations? 
State the details: 
(i) 
(ii) 
(2) Sources of finance and terms and conditions for 1996-97 agricultural 
operations (Long-Term) 
Sources of Finance 
PACs Commercial Private Other 
Banlcs Borrowings if any 
(i) Amount borrowed 
(ii) Rate of interest 
(iii) How much repaid 
(iv) When repaid 
(3) Debt Outstanding as on 31.03.1997 
Date Year of Principal Interest Total 
Borrowing 
(i) 
(ii) 
(4) Did you attend your agricultural opertions on time? Yes/No. 
(5) (a) If non-availability of finance on time is the constraint, 
how much delay is taking place for getting finances 
for different purposes? 
xxxvi 
Time 
(i) 
(ii) 
(6) 
(7) 
(8) 
Yes/No. 
(9) 
(10) 
(b) Did you face any difficulty in getting sanction 
and availing the loan? Yes/No. 
(a) What is the method of disbursement prior to 1996-97? 
(b) What is the method of disbursement of cash component? 
(1996-97) 
(a) If the loan is disbursed in cash was there any witness? Yes/No. 
(b) Did the cash component disbursed in single instalment?Yes/No. 
(a) Was there any instance of deducting some amount 
from the total towards efforts of non-officials and 
officials? 
(b) If yes, how much did they decducted? 
Which system of disbursement of loan is better in 
your opinion? (Tick) 
(i) Cash payment 
(ii) Cheque payment 
(iii)Cheque payment by opening a cash 
counter on a particular day 
Why do you prefer such system? 
(i) Ensures timely payment 
(ii) Minimises deductions 
(iii)Middlemen importance can be reduced 
(iv) Increases banking habit 
(v) Safely though little bit delay 
(vi)Any other 
( ) 
( ) 
( ) 
X X X V l l 
(11) (a) Did you receive kind component on time? Yes/No. 
(b) If kind component is not received in time 
in your opinion, what are the reasons for delay? 
(i) Non-availability of kind component 
(ii) Predominance of the middlemen 
(iii) Inefficiency of the Management 
(iv) Procedural difficulty 
(v) Any other 
(12) (a) Are you aware of scales of finance for 
sanctioning of loans? Yes/No. 
(b) If yes, through whom did you receive the 
information regarding the existance of the 
scales? 
(c) Did you get the loan according to scales fixed Yes/No 
Ill-Recovery 
1. Did you pay your loan regularly? 
2. If yes, state the sources of repayment 
(i) Agriculture 
(ii) Business inco^ne 
(iii) Venture income 
(iv) Borrowed from Director 
(v) Borrowd from other sources 
3. What is the method of recovery in your LDB? 
(i) Payment of cash 
(ii) Linking credit with marketing 
(iii)Any other 
Yes/No. 
( ) 
( ) 
( ) 
X X X V l l l 
Yes/No. 
Yes/No. 
4. If recovery is through payment of cash, answer 
the following: 
(a) Did you receiye receipts for payment regularly Yes/No. 
(b) Did you ever enquire about your loan balance 
after payment of cash? Yes/No. 
5. (a) Who issues the receipts for payment in your 
LDB? 
(b) Did you ever receive notice for higher amount 
after payment of cash. 
6. Did you ever receive notice of overdue without taking 
any loan from the LDB? 
7. If the source of repayment if from agriculture, state the 
following: 
(i) Month in which the agricultural quantities was 
sold 
(ii) Month in which LDB loan was repaid 
8. If did not repay the loan regularly since how long it was overdue? 
Period Amount 
9. (a) Who has initiated for the repayment of loan? 
(i) Own initiative ( ) 
(ii) Initiated by the Bank ( ) 
(iii) Legal action ( ) 
(b) Why were you not aware of the date of payment? 
(i) No knowledge of due dates ( ) 
(ii) No knowledge of exact amount ( ) 
(iii) LDB loans are supposed to pay after pursuation 
(iv) Others ( ) 
XXXIX 
10. (a) If loan was paid after legal action, state the type 
of action initiated against you? 
(b) Did you repay the loan voluntarily before 
attachment of your property? Yes/No. 
(c) If no, what assets did they attach? 
(d) How many times did they attach your properties 
for recovery of some loan? 
11. (a) Are you aware of the consequence of legal action ? 
(b) If yes, how much addkitional amount did you pay towards legal 
charges? 
12. State the reasons for the non-payment of loan? 
(i) No knowledge of due date 
(ii) Crops not yet sold and cash income not yet received 
(iii)Crops sold but debt with higher rate of intrest 
repaid 
(iv)LDB loans could wait 
(iv) Recovery pocedure is too slow and time 
can be aviled' 
(v) Wanted to rapay within due date but would not 
due to an undoreseen contingency 
(vi)Loan is not used by me but borrowed for others 
(vii) Not know about the loan borrowed 
13. State your feeling for default? 
(i) Feel ashamed as bank got bad name due to my default< 
(ii) Feel guilty for denail of loan facility to co-members 
due to my default 
(iii)No feeling of shame or guilty 
(iv) Feel bad but a genuine difficulty of not having cash 
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14. State the reasons for the prompt repayment of loan? 
(i) No other debt except Co-operative LDB debt ( ) 
(ii) Have other debts also but porper to repay 
co-operative loan first? ( ) 
(iii)Believes in Co-operative LDB pinciples and 
hance punctual payment ( ) 
(iv)Pursuaded by panchayatdars for prompt payment ( ) 
(v) Generally thrift ( ) 
(vi) Borrowed from money lenders and repaid 
Co-operative LDB loans ( ) 
IV Supervision 
1. (a) Did you join the Bank as member voluntarily? Yes/No. 
(b) If no, on whose initiative have you joined the Bank. 
(c) State the aspects which motivated you for joining 
as a member? 
(d) How may members from you family joined the Bank 
as a members? 
(e) How many times did supervisor approach you to 
motivate for joining the Bank as member? 
2. (a) How much share capital have you contributed to LDB? 
Number of shares: 
Amount: 
(b) Was there any occasion where the authorities appoached 
you for payment of additional share capital? Yes/No. 
(c) If yes, who are they and what was reaction? 
3. (a) Did you open any account with the Bank? Yes/No. 
(b) On whose initiative have you opened the account? 
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4. (a) Did anybody approach you for depositing the 
amounts in the Bank? Yes/No. 
(b) If yes, state tbe following: 
(i) Name of the person appoached 
(ii) No. of times approached 
5. (a) How did you come to know about the availability of 
the loan? 
(i) President 
(ii) Paid Secretary 
(iii) Supervisor 
(iv) Branch Manager 
(v) Notices 
(vi) Any other 
(b) How many days in advance did you receive 
intimation? 
(c) Do you feel that the time given is sufficient for 
obtaining the disbursed amount Yes/No. 
6. (a) Do you know the procedure of obtaining 
sanction of loan by the Bank? Yes/No. 
(b) If no. how did you complete the formalities? 
7. (a) Did anybody come to your field for verification of 
loan particulars or credit limit statements? Yes/No. 
(b) If yes, who hSve come to you? 
8. (a) Did you sign on credit limit statement? Yes/No. 
(b) If yes, who took the signatures? 
9. (a) Generally who distributes your loans? 
(b) Did you sign on the disbursement statement 
while disbursing the loan? Yes/No. 
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10. (a) Did anybody come to you to extend technical 
advice for utilising the disbursed loan? Yes/No. 
(b) In your opinion supervision over utilisation 
of loan is necessary? Yes/No. 
11. (a) Did ever the authorities have called for or have 
come to you f'or verification of loan/ Yes/No. 
(b) If yes, who has come? 
(c) Do you know the objective of loan verification? Yes/No. 
(d) Did you find any variation in outstandings while 
verifying? 
12. (a) It there any instances where authorities approached 
you for collection of overdues? 
(b) If yes, who has come to you and how many times? 
(c) Did you receive any notice for payment of loan? 
(d) If yes, who have served the notices and how many 
times? 
(e) During which season usually the authorities come to 
you for payment of dues? 
13. State you opinion about the authorities of officials while dealing 
with you? 
(i) Behaves politely 
(ii) Arrogance 
(iii) Harassment 
(iv) Accounts are not kept up-to-date 
(v) Suppression of information 
Yes/No. 
Yes/No. 
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APPENDIX-L 
List of Abbreviations 
ARD6 - Agriculture Rural Development Bank 
ARDC - Agricultural Refinance and Development Corporation 
CCLDB - Central Co-operative Land Development Bank 
FGCMS - Fruit Growers Co-opctHtive Murkctinji Societies 
IDA - International Development Association 
IDBI - Industrial Development Bank of India 
IRDP - Integrated Rural Development Programme 
LDB - Land Development Bank 
LMB - Land Mortgage Bank 
NABARD - National Bank for Agricultural and Rural Development 
PLDB - Primary Land Development Bank 
RBI - Reserve Bank of India 
RRB - Regioival Rural Bank 
SLDB - State Land Development Bank 
